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PREFACE 


The publication Foreign Relations of the United States «~nsti- 
tutes the official record of the foreign policy of the United States. 
The volumes in the series include, subject to necessary security 
considerations, all documents needed to give a comprehensive 
record of the major foreign policy decisions of the United States to- 
gether with appropriate materials concerning the facts that con- 
tributed to the formulation of policies. Documents in the files of 
the Department of State are supplemented by papers from other 
government agencies involved in the formulation of foreign policy. 

The basic documentary diplomatic record printed in the volumes 
of the series Foreign Relations of the United States is edited by the 
Office of the Historian, Bureau of Public Affairs, Department of 
State. The editing is guided by the principles of historical objectivi- 
ty and in accordance with the following official guidance first pro- 
mulgated by Secretary of State Frank B. Kellogg on March 26, 
1925. 

There may be no alteration of the text, no deletions without indi- 
cating where in the text the deletion is made, and no omission of 
facts that were of major importance in reaching a decision. Noth- 
ing may be omitted for the purpose of concealing or glossing over 
what might be regarded by some as a defect of policy. However, 
certain omissions of documents are permissible for the following 
reasons: 


a. To avoid publication of matters that would tend to impede 
current diplomatic negotiations or other business. 

b. To condense the record and avoid repetition of needless 
details. 

c. To preserve the confidence reposed in the Department by 
individuals and by foreign governments. 

d. To avoid giving needless offense to other nationalities or 
individuals. 

e. To eliminate personal opinions presented in despatches 
and not acted upon by the Department. To this consideration 
there is one qualification—in connection with major decisions 
it is desirable, where ible, to show the alternative present- 
ed to the Department before the decision was made. 


Documents selected for publication in the Foreign Relations vol- 
umes are referred to the Department of State Classification/Declas- 
sification Center for declassification clearance. The Center reviews 
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the documents, makes declassification decisions, and obtains the 
clearance of geographic ard functional bureaus of the Department 
of State, as well as of other appropriate agencies of the govern- 
ment. 

The Center, in coordination with geographic bureaus of the De- 
partment of State, conducts communications with foreign govern- 
ments regarding documents or information of those governments 
proposed for inclusion in Foreign Relations volumes. 

John P. Glennon supervised the planning and final preparation 
of this volume while Paul Claussen directed its compilation. 
Charles S. Sampson compiled the documentation for 1951 and Carl 
N. Raether did the compilation for 1952-1954. Vicki E. Futscher 
performed the technical editing under the supervision of Rita M. 
Baker. Victoria L.V. Agee prepared the index 

WituiaM Z. SLANY 
The Historian 
Bureau of Public Affairs 
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A, airgram 

A/O, account of 

from Secretary of State Acheson 
while away from Washington 

AIOC, Anglo-lranian Oil Company 
ALCSP, Arab League Collective Securi- 
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API, American Petroleum Institute 
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ucts established by the American Pe 
troleum Institute; specific gravity is 
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volume of water 

ARAMCO, Arabian-American Oi) Com- 
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ARMISH, United States Military Mis 
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BNA, Office of British Commonwealth 


partment 
BOAC, British Overseas Airways Cor- 


poration 
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C, Counselor, Department of State 
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Program 


CEV, series indicator for papers pre 
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ill-Eden visit to Washington, June 


C.LF., the cost, plus insurance and 
freight charges, of goods to the point 
of destination, all of which are in- 
cluded in the price quoted for the 
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United States Naval Forces, Eastern 
Atlantic and Mediterranean 
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Cong, Congress of the United States; 
Congressiona! 
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CUCTU, Central United Council of 
Trade Unions, Communist-<dominated 
Iranian labor Organization 
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DCI, Director of Central Intelligence 

Def, Department of Defense 

DefMin, Defense Minister, Defense 
Ministry 

Deprefiel, Department of State refer- 
ence 


telegram 
Deptel, Department of Stute telegram 
DMPA, Defense Materials Procurement 


Agency 
DMS, Director for Mutual Security 


from Secretary of State Dulles while 
away from Washington 

E, Assistant Secretary of State for Eco 
nomic Affairs; Bureau of Economic 
Affairs, Department of State 

EDC, European Defense Community 


EPL, European Payments Union 

EUR, Bureau of European Affairs, De 
partment of State 

Eximbank, Export-Import Bank of 
Washington 

FOA, Foreign Operations Administra- 
tion 

f.o.b., free on board; indicates that the 
price of a commodity when delivered 
does not include the costs of insur- 
ance or freight 

FonMin, Foreign Minister; Foreign 
Ministry 

FonOff, Foreign Office 











G, Deputy Under Secretary of State; 
Office of the Deputy Under Secretary 
of State 

GA, Genera] Assembly of the United 
Nations 

GENMISH, United States Military Mis 
sion to the Imperial Iranian Gendar- 
mere 

GOL, Government of Iran 

GTI, Office of Greek, Turkish, and Ira- 


KLM, Royal Dutch Airlines 
MA, Military Attaché 
MAAG, Military Assistance Advisory 


NAT Act, Iranian Nationalization of Oi! 
Act, March 8, 1951 
NATO, North Atlantic Treaty Organi- 


NE, Office of Near Eastern Affairs, De- 


can Affairs; Bureau of Near Eastern, 


dicator requiring attention by the re 
ciprent at any hour of the day or 


night 
NIE, Natoona! Intelligence Estimate 
NIOC, Nationa! Iranian Ou Company 


from the Office of the Army Attaché 

ODMS, Office of the Director, Mutual 
Security Agency 

VEEC, Organization for European Eco 
nomic Cooperation 

OFMA, Office of Military Assistance, 
Department of Defense 

OM/1 (OMI), Operations Mis on, bran 

OSD, Office of the Secrete.v «f Uefense 

PA, purchase authorization 

PED, Petroleum Policy Staff, Office of 
International Materials Policy, De 
partment of State 

PLATTs tow, the discount subtracted 
from the United States Gulf of 
Mexico posted price for individual pe- 
troleum products 

PM, Prime Minister 

Posted Price, the arbitrary value 
placed upon a barrel of crude oil for 
the purpose of computing the amount 
of revenue the company must pay as 
a royalty to the host country 

PPS, Policy Planning Staff, Depart- 
ment of State 

PriMin, Prime Minister 


8, Secretary of State; Office of the Sec- 
retary of State 

S/MSA, Special Assistant to the Secre- 
tary of State for Mutual Security Af.- 
fairs 

8/P, Policy Planning Staff, Office of 
the Secretary of State 

8/S, Executive Secretariat, Department 
of State 

SAC, Strategic Air Command 

SCEM, series indicator for papers pre- 
pared in connection with bipartite 
and tripartite meetings of the For- 
eign Ministers of France, the United 
Kingdom, and the United States at 
Paris in late May 1952 











telecon, telecommunication conference 

TIAS, Treaties and Other International 
Acts Series 

Topol, series indicator for telegrams to 
the Office of the United States Per- 
manent Representative on the North 
Atlantic Council, at Paris 


the Foreign Admunustra- 
tion in Washington from Technical 
Cooperation Missions overseas 


U, Under Secretary of State, Office of 
the Under Secretary of State 

UN, United Nations 

UNGA, United Nations Genera! Assem- 
bly 

ven, unnumbered 

urtel, your telegram 

USA, United States Army 

USAF, United States Air Force 

USFOTO, series indicator for telegrams 
and airgrams from the Foreign Oper- 
ations Administration in Washington 
to its missions overseas 

USG, Uni‘ed States Government 

USIA, United States Information 


Agency 

UNMC, United States Maritime Com- 
mission 

USOM, United States Operations Mis 


son 

USOM/I1, United States Operations 
Mission, Iran 

UST, United States Treaties Series 

USOME, United States Operations Mis 
sion for Education 

VOA, Voice of America 
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THE QUESTION OF ECONOMIC ASSISTANCE TO IRAN; 
UNITED STATES INTEREST IN THE SETTLEMENT OF 
THE ANGLO-IRANIAN OIL DISPUTE, JANUARY-DECEM- 
BER 1951! 


A. Events Leading to the Assassination of Prime Minister Razmara 


No. 1 
SAA 10/1-2251 Telegram 


The Secretary of State to the Embassy in Iran? 


TOP SECRET WASHINGTON, January 22, 1951—8 p. m. 


1231. Eyes only Grady from McGhee. Whole question US aid to 
Iran under urgent review in light deteriorating US position and 
difficulties with Govt and Majlis, which subj ur recent tels.* Fol 
summaries present sit: 


(1) Immed fol tel set forth Eximbank suggestion possible solution 
ratification: 05 made by Bank in earnest endeavor help meet 
t _ Believe iy aoe establishes smeoliont basis 
stopp amon cusauen coe ra and, if you deem a ri- 
ate, with Shah, to work out means effectively implementi S aid 
with minimum problem re Majlis. Believe Eximbank will be recep- 
tive any specific s ions you might make upon their proposal 
which wld og ntl from a point of view. If this particular 
proposal not workable, possible that alternatives can be worked 


‘For previous documentation on Iran, see Foreign Relations, 1950, vol. v, pp. 445 
ff. 

*Drafted by Rountree and cleared by Matthews, the Investment and Economic De- 
velopment Staff (ED), and the International Bank for Reconstruction and Develop 
ment (IBRD). 

5In telegrams 1559 and 1577 from Tehran, Jan. 13 and 16, Ambassador Grady re 
ported that the $25 million Export-Import Bank loan would ‘e rejected if submitted 
to the Iranian Majlis and asked that the Bank increase its credit line to $100 mil- 
lion and that the Department of State announce an increase in grant aid to Iran. 
(888.10/1-1351 and 1-1651) 

*Telegram 1232, Jan. 22. The suggestion reads: 

“Eximbank prepared consid estab $25 miilion credit in favor Bank Melli provided 
(a) Eximbank satisfied Bank Melli has legal author to borrow 25 million US dollars 
from Eximbank in line with terms provided orig draft agree with Govt; (b) govern 
ing authorities of Bank Melli take approp action incur indebtedness; and (c) IranGov 
in consideration of Eximbank extending credit to Bank Melli agree with Eximbank 
by letter agree that it will put into operation and administer proj procedures con- 
tained in memos of understanding forwarded to you with draft of original loan 
agree.” (888.10/1-2551) 
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out. Eximbank loan only immediate method making aid available, 
therefore important reach settlement pending est other forms of 
aid discussed below. 
(2) Internat! Bank has restudied its position in light current situ- 
ation and anxious assist to fullest practicable extent. Pres Black 
has outlined to Dept current view that Bank shid proceed with eco 
nomically justifiable projects. While Khorramshahr project only 
one which Bank will accept without further study.’ it indicated 
a or cheap oqpeet wgpeedieed yp ml mph gem 
i engineer, required to make prompt decisions on spot 
oy ae pe See. While Bank reluctant indicate total loans 
which it will consider, view earnings Iran fon exchange sufficient, 
assuming ccm AIOC agreement within ,* reasonably to 
justify ing $10 million annually for servicing. Bank 
proceed on assumption AIOC agreement will be conclud- 
ee ee ee us property credit and Exim- 
bank loan, $4.5 million annual - Ae remain for further debt serv- 
“4 ronely oy naa tae apy od 
oretical limit present inking, is dependent u no further 
Eximbank loans which wid absorb any portion of $4.5 million. 


Bank urges USGov coop in (a) lending offices to influence 
IranGov improve budgetary practices introduce finan and ad- 
ministrative reforms, (b) discouraging IranGov from contracting 


from sources other than Internat! 4 for further external loans, 
and (c) exchanging views with Bank on specific projects for $25 mil- 


Understand Bank officials plan discuss appropriate fore- 
going (excluding, of course, understanding with U noted 
above) with Mogbel in near future. Bank has asked that we not in- 
dicate to Irans approximation of total loans which it might be pre- 
pared to make. 

(3) 9 urgently considering recommending increase from $10 to 
$25 mil ee in forthcoming legisla- 
tion. Since , Defense and other agencies involved in decision 


time. 


Realization of the above programs shid in Dept’s view contribute 
very substantially to econ progress in Iran and to improvement of 
Amer prestige in Govt, Majlis and public. Recognized, of course, 
that in all probability only portion total funds can be absorbed 
within year. For this reason, as well as facts that (a) increase of 





‘A proposed $3 million project for the development of the port of Khorramshahr 

*The Anglo-lranian Oi] Company (AIOC) supplemental agreement with Iran was 
signed on July 27, 1949, and submitted to the Majlis which referred it to a special 
oil commission. On Dec. 12, 1950, the commission unanimously recommended that 
the supplemental agreement be rejected by the Majlis. For further documentation 
relating to the supplemental agreement, see Foreign Relations, 1950, vol. v, pp. 445 
ff 
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Eximbank commitment to one hundred million dollars wid prob- 
ably be interpreted widely as capitulation to Iran pressure and wid 
lead to even greater demands by Irans, (b) there is no assurance 
that even higher Eximbank loan figures wid be accepted by the 
Majlis, since it wid contain same “onerous” terms, and (c) exten- 
sion of Eximbank loans in this magnitude wid certainly preclude 
any participation by Internat] Bank on basis that Iran servicing ca- 
pacity wid be exceeded, Dept unable at this time to recommend 
such course, and believes in light new aid picture you will agree it 
undesirable. Furthermore, if US promises one hundred million and 
only small portion is used, Irans wid probably accuse us of failing 
to fulfill commitments with polit consequences even more serious 
than at present. 

Dept recognizes that even this liberal approach cannot assure re- 
moval govt, Majlis and public criticism, but feels that degree to 
which it can be made successful is dependent in large measure 
upon extent of coop that you can obtain from Razmara and Shah. 
Therefore attaches utmost importance to ur discussions from this 
point, and I assure you I am gratified that you are in Iran to carry 
out this important task. 

There is growing impression among agencies here IranGov, on 
assumption it can play one power off against the other as it has so 
often in the past, has deliberately during past three months ob- 
structed US attempts aid Iran and provoked anti-US feeling in 
effort to force greater concessions. Unless this impression corrected 
chances of US rendering really effective assistance to Iran will pro- 
gressively diminish and | am sure you will agree we must urge 
Irans it is in their own best interest to do so. 

Ur urgent telegraphic comments on the foregoing will be appreci- 
ated.’ 

ACHESON 





"In telegram 1664 from Tehran, Jan. 26, Grady again strongly argued for the $100 
million Eximbank credit. (881.10/1-2651) 
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Tw) | 235) Telegram 


The Ambassador in Iran (Grady) to the Department of State 


SECRET PRIORITY TEHRAN, January 23, 1951—3 p. m. 
1631. Deptel 1209 January 19.' Political situation at moment 
characterized by: 
ed tee cee ees oe or ek be ae oe 
—————————E—————— in govern- 


Gt) Cotsieal Smansiel citation Reamasa Government, 
(c) Confusion and frustration resulting from unsettled oil ques- 


tion, 
(d) Gradual but steady swing of Iran toward neutral position 
which trend in part reflects course of events in Asia. 


A good portion of blame for present situation can be placed upon 
Shah. It seems apparent Shah, undoubtedly recalling manner of es- 
tablishment of dynasty, will never support strong Prime Minister. 
Razmara showed considerable promise six months ago and so Shah 
began undercutting him. Recently Shah's attitude has changed 
somewhat and he is now apparently making effort support Raz- 
mara or at least assure more stability in government. In this con- 
nection, Razmara informed local AP Correspondent Friday he is 
now enjoying Shah's support because he (Prime Minister) is now 
weak 


Prime Minister's position with Majlis is one of open conflict and 
situation was brought to head by abrupt withdrawal oil bill. Ac- 
cording to one Majlis Deputy, this act inspired Majlis to “recover 
its rights” which in turn led to (1) its hasty rescission press laws 
and (2) action restoring oil question to Majlis Oil Commission thus 
taking determination oil policy out of Prime Minister's hands. 
Shah's efforts to bring about harmony and stability in Majlis may 
be successful to degree but more than this now needed restore pres- 
tige Razmara Government. 

On aid question, Razmara believed honest when he says real dif- 
ficulty must be expected if Export-Import loan agreement comes 
before Majlis. On other hand, according one source, he has in- 
formed Soviets he is blocking US aid to avoid increased US pres- 





'Telegram 1209 reads as follows 

“In discussions here re impasse over US aid policies in iran, it wid be helpful 
have tel analysis polit situation as it exists at moment. Dept unclear position of 
Shah in Razmara's difficulties with Majlis and why consideration has not been 
given by Shah and Razmara to dissolution Majlis if it continues balk every attempt 
by Govt introduce legis of any sort.” (788.00/1~1951) 











5 
tye. Kegardiess of Kazmara’s attitude re loan, it seems clear de- 
bates in Majlis will be critical and p.olonged unless large loan on 
tive leadership in attempt obtain Majlis approval. 

Undoubtedly both Shah and Razmara have given serious consid- 
eration dissolution of Majlis. Dissolution might seem to offer at- 
tractive prospect of government by decree. On other hand, dissolu- 
tion might very easily lead to civil disturbances and thus play di- 
rectly into hands of Soviets. National Front leaders and Tudeh 
would undoubtedly encourage unrest. Further, dissolution of Majlis 
would require new elections which could probably not be completed 
in leas than five months, certainly in not less than three months. 
Meanwhile, all legislation would be blocked and interim govern- 
ment decrees would be subject to eventual Majlis approval. This 
would include action on any loan or oil agreement. Furthermore, it 
seems doubtful whether new Majlis would prove more effective in 
constructive legislation than present Majlis. Although government 
can and does rig elections in provinces, it cannot do so in Tehran. 
Number of National Front and opposition members would probably 
be increased rather than decreased by new elections. Although Na- 
tional Front is in general an unstable and unconstructive coalition, 
it enjoys considerable popularity among the masses. 

We believe that present political situation will be resolved in one 
of two ways: (1) Out of frustration, Razmara may make bid for dic- 
tatorial powers or (2) Razmara government will continue for sever- 
al months and then collapse to be succeeded by familiar old-line 
government. 

In view of Razmara’s lowered prestige, with doubtful support and 
possible open opposition from Shah, and with his control over the 
army very doubtful at best, it now seems most unlikely that Raz- 
mara would be so rast. as to bid for dictatorial powers. 

We conclude, therefore, that slow but steady disintegration of 
Razmara Government may be expected to continue and that within 
the next few months Razmara will go the way of his predecessors 
only to be succeeded by another politician, probably with an old- 
guard line-up in the cabinet. 

I realize that the foregoing is not a cheerful or encouraging pic- 
ture. Nevertheless we are determined to continue to exert dynamic 
efforts to build up this country both politically and economically 
thereby to strengthen it as a barrier against the flood of Russian 
aggression. In this, we must have full and effective support from 
both Washington and London. To accomplish our purpose the fol- 
lowing is necessary: 














The alternative to the foregoing is through default to allow Iran 
to fall into the Soviet orbit. 
Gravy 


No. 3 
ame 00 2 165) Telegram 


The Secretary of State to the Consulate General at Istanbul’ 


TOP seckeT PRIORITY WasnincTon, February 16, 1951—11 a. m. 


397. From Secretary, action Grady, info McGhee.? I have dis- 
cussed ur recent tels with Pres who has given full consideration to 
ur recommendation of increasing Eximbank loan to $100 million. 
In full awareness critical nature of Iran situation, Pres does not 
concur in ur recommendation and suggests going ahead with $25 
million Eximbank loan.’ 

In Dept’s view, present and projected measures US aid to Iran 
constitute realistic program designed achieve US objectives. We are 
convinced that econ advantage to Iran and polit benefit to US wid 





‘Drafted by Dorsz, cleared by Thorp, and signed by Secretary Acheson Repeated 
to Tehran 

*Ambassador Grady and Assistant Secretary McGhee were in Istanbul for a meet- 
ing of the chiefs of US. diplomatic missions in the Middle East, Feb. 14-2); for docu. 
mentation on this meeting, see Foreign Relations, 1951, vol. v, pp. 49 ff 

"On Jan. 30, McGhee sent a memorandum te Secretary Acheson and Deputy 
Under Secretary Matthews reviewing the Iranian situation and stating his belief 
that a $100 million loan te Iran would not be justified (88 10/1-3051) On Feb. & 
M-Ghee transmitted another memorandum to Secretary Acheson reviewing US ef. 
forts to help Iran. (888.10/2-851) On Feb. 9 Secretary Acheson told Lucius D. Battle 
that “he had discussed at the Cabinet that day the proposed lean to Iran. He said 
that the feeling of the Cabinet seems to be clearly in favor of the recommendations 
of the |two McGhee] papers.” (Memorandum by Battle, Feb. 12, 888.10/2-1251) The 
two memoranda by McGhee were also transmitted to President Truman, who on 
Feb. 15 told Secretary Acheson that “at the Cabinet meeting he had clearly indicat- 
ed his view, which was that of the rest of the Cabinet also,” that the United States 
should im accordance with the first McGhee memorandum (Memorandum 
of conversation with the President, Feb. 15, 888.10/2-1551) 
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be inconsequential if loan is consummated without clear indication 
Iran-Gov willing accept (a) clearcut and direct obligation contract 
loan and (b) adequate US technical supervision over expenditure 
loan funds. 

We believe record is clear. Eximbank has cooperated fully and 
has shown sympathetic understanding peculiarities Iran situation. 
greatest simplicity and clarity consistent with foregoing conditions. 
On other hand, Irans have procrastinated and blocked our at- 
tempts to help them through Eximbank loan. Their recent tactics 
seem to justify opinion they are attempting use failure of Exim- 
bank loan to materialize as lever to obtain wider concessions from 
US. 

On ur return to Iran | suggest you point out to Razmara and pos- 
sibly Shah that USGov cannot grant loan without minimum condi- 
tions outlined above. Breakdown in negotiations wid have serious 
repercussions here. If Iran rejects loan Amer public will demand 
explanation and we wid have to explain rejection due to Iran 
action including refusal of PriMin seek authority of Majlis to con- 
tract loan. Razmara and Shah surely will understand that such 
action will prejudice any possibility of other forms of assistance 
which Iran may seek from US. 

I appreciate fully difficulties of presenting the above position at 
current stage of negots. However, I am satisfied that main hope in 
present circumstances for progress with Iran depends on convinc- 
ing Shah, Razmara and Majlis that US aid to Iran is an integral 
and important part of well-thought-out program for strengthening 
free world. Wid you therefore pis exert every effort to make Raz- 
mara and Shah realize that our ability to assist Iran depends in 
great degree upon mutual coop. We hope therefore that they will 
take such action as may be necessary proceed with Eximbank 
negots. 


ACHESON 
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788.00/3-751. Telegram 


The Acting Secretary of State to the Embassy in Iran' 


TOP SECRET PRIORITY WASHINGTON, March 7, 1951—5 p. m. 

1531. Pres and Acting Secy sending appropriate messages condo- 
lence Shah and FonMin.? 

While Dept realizes development will require rapid decisions and 
action in Iran and that you will continue exert ur influence as you 
deem appropriate, its prelim views might be useful at this juncture. 

Removal Razmara from picture creates grave crisis which re 
quires firm hand and forceful direction if situation Iran is not to 
become so unsettled that Communists can take over with relatively 
little difficulty. Only person in Dept’s opinion who cld provide this 
direction under present circumstances is Shah and we believe US 
and Brit shld support him in every feasible way and encourage him 
to act with force and vigor in crisis. 

Shah shld take every possible precaution to protect himself and 
Dept wid appreciate ur urging on him necessity of adequate person- 
al security, pointing out possible calamitous results for Iran if any- 
thing shid happen to him. 

While we wid not wish to give Shah impression US is trying to 
suggest Premier, Dept believes it might be well to convey to him 
view whoever he selects shld be man he personally trusts and who 
he knows is loyal to him. Other qualifications appear secondary at 
this juncture. 

Wess 





‘Drafted by Ferguson and Rountree. Repeated to London. 

*In telegram 1994 from Tehran, Mar. 7, Ambassador Grady reported that Prime 
Minister Razmara was assassinated at 10 a.m. that day by a member of the religious 
group, “Fedayan Islam”. (788.13/3-751) In a subsequent telegram Grady reported 
that the situation was still confused, but Razmara’s death seemed to have arisen 
because the ‘“Fedayan Islam” concluded that he favored Communist activities and 
was acting on behalf of foreign interests in connection with the oil question. (Tele- 
gram 2001 from Tehran, Mar. 7; 788.00/3-751) Finally on Mar. 9 Grady reported 
that it was becoming clear that the motivation for the assassination was Razmara’s 
speech to the Majlis on Mar. 3 in which the Prime Minister had supported the AIOC 
supplemental agreement. (Telegram 2013 from Tehran; 888.00/3-951) 
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No. 5 
7RR.00/3-1451 


Memorandum by the Deputy Aszistant Secretary of State for Near 
Eastern, South Asian, and African Affairs (Berry) to the Secretary 
of State’ 


SECRET [WaASHINGTON,] March 14, 1951. 
Subject: The Iranian Situation. 

The following summarizes the current Iranian situation for your 
information: 

The assassination of Prime Minister Razmara by a religious fa- 
natic on March 7 has resulted in an extremely confused situation 
in Iran, some disorders, and an impasse over the Anglo-Iranian Oil 
Company dispute. Matters such as the Export-Import Bank and 
IBRD loans are in abeyance until the situation becomes more 
stable. 

Razmara’s assassination arose out of the highly emotional atmos- 
phere surrounding the Anglo-Iranian Oil Company dispute, which 
fanatical nationalist elements in Iran have used to stir up popular 
feeling. The Prime Minister was killed two days after he made a 
long speech in the Parliament in which he pointed out the difficul- 
ties inherent in nationalization and clearly placed himself in oppo- 
sition to it. Communist elements in Iran were quick to seize upon 
the opportunity of spreading discontent, and on the day following 
the assassination held a large public demonstration during which 
strong anti-American and anti-Western slogans were shouted in 
the vicinity of the American Embassy. The immediate security sit- 
uation has, however, remained fairly quiet throughout the country. 

Upon learning of the assassination, the Department telegraphed 
Ambassador Grady its belief that the Shah alone could be counted 
upon to provide the firm leadership needed in the crisis, and that 
we should give him our full support. We expressed the view that 
the principal quality of the person to be selected as Prime Minister 
to replace Razmara should be his loyalty to the Shah. Both Ambas- 
sador Grady and the British Foreign Office agreed with this, and 
the Ambassador has informed the Department that joint United 
States-British advice along these lines has been conveyed discreetly 
to the Shah. 

On March 11, Hossein Ala, the former Iranian Ambassador to 
the United States, was named Prime Minister, and although his 
cabinet has not yet been presented to the Majlis, Ala received a 





'Drafted by Rountree; copies also sent to Matthews and Perkins. 
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preliminary vote of confidence. Ala is known to have unquestioned 
loyalty to the Shah and is generally acceptable to most factions in 
the Parliament, although he is opposed by the National Front. His 
frail health renders it unlikely that he will continue in office for a 
long period, or that he will endeavor to replace Razmara as a 
“strong” Prime Minister. Ala himself has indicated that he intends 
staying in office only until the situation becomes more stable, after 
which he will give way to stronger leadership. 

While we do not know the current British view in this regard, 
they indicated earlier the belief that the Shah should proclaim 
martial law and dissolve Parliament. The Department, recognizing 
that this might be necessary under the circumstances, authorized 
Ambassador Grady, if he concurred, to tell the Shah that the 
United States would understand and sympathize with his motives 
if he should decide to take action along these lines. The Shah thus 
far has considered it unnecessary to resort to this course, and 
Prime Minister Ala recently told Ambassador Grady that he be- 
lieves such drastic measures should be avoided but that he will 
invoke martial law if there are any further disturbances. 

The British are naturally extremely concerned over the oil ques- 
tion. Press reports indicate that the British Government has sent a 
note to Iran protesting the Iranian Parliament’s decision to consid- 
er nationalization of the oil industry, pointing out that the contract 
cannot be terminated legally until 1993.2 There is a danger that 
this course will have serious effects in Iran and might make the 
situation even worse than it is. We were hopeful that at this junc- 
ture the British would see fit to offer to the Iranians, possibly in a 
dramatic manner, a new, realistic and generous arrangement 
which we could, under certain circumstances, support. 

Although it is far from clear what the Iranians have in mind 
when they speak of ‘nationalization’, it seems clear that a major 
change in the status of AIOC is inevitable, and that any attempts 
by the United States at this time to block the Iranians by strong 
diplomatic action would only make matters worse. We believe that 
we should be prepared, if necessary, to help both the Iranians and 
British work out a new arrangement which would satisfy Iranian 
political requirements and at the same time assure the flow of pe- 
troleum to Great Britain and Western Europe. 





*For text of this letter, dated Mar. 14, see British Cmd. 8425, Persia No. 1 (1951): 
Correspondence between His Majesty's Government in the United Kingdom and the 
Persian Government, and Related Documents concerning the Oil Industry in Persia, 
February 1951 to September 1951, pp. 25-27, or Documents (R.L.LA.) for 1951, pp. 475- 
477. 
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The British Government is planning to send Mr. Geoffrey Fur- 
longe, head of the Eastern Department of the Foreign Office, to 
Washington in the near future to discuss the situation. 





No. 6 
S/P-NSC files, lot 62 D 1, NSC 107 Series 


Study Prepared by the Staff of the National Security Council’ 


TOP SECRET [WASHINGTON, undated. } 
THE PosiTION OF THE UNITED States WiTH Respect To IRAN 
THE PROBLEM 


1. To assess the position of the United States with respect to 
Iran, with particular reference to possible future developments in 
Iran affecting United States security interests. 


ANALYSIS 


Basic United States Position 


2. Because of its resources, strategic location, vulnerability to 
armed attack and exposure to political subversion, Iran must be re- 
garded as a continuing objective in the Soviet program of expan- 
sion. If Iran should come under Soviet domination, the independ- 
ence of all other countries of the Middle East would be threatened. 
Specifically the USSR could (1) control or limit the availability of a 
Middle Eastern oil reservoir upon which the economy of Western 
Europe depends; (2) acquire advance bases for subversive activities 
or actual attack against a vast contiguous area including Turkey, 
Iraq, the Arabian Peninsula (hence the Suez Canal), Afghanistan, 
and Pakistan; (3) obtain a base hundreds of miles nearer to poten- 
tial US-UK lines of defense in the Middle East than any held at 
present; (4) control continental air routes crossing Iran, threaten 
those traversing adjacent areas, and menace shipping in the Per- 
sian Gulf; and (5) undermine the will of most Middle Eastern coun- 
tries to resist Soviet aggression. In addition to these developments 
affecting the Middle East, the loss of another free country to com- 
munist domination at this time would damage the global position 
of the United States and other members of the Western community 
by weakening the determination of threatened nations everywhere 
to resist communism. 





‘Regarding the circulation and approval of this study, see footnote 1, infra. 
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3. Loss of Iranian oil production and of the refinery at Abadan 
would seriously affect Western economic and military interests, 
particularly as regards the level of industrial activity in Western 
Europe. The effect of this loss on the volume of petroleum products 
available for Western Europe could be overcome in a reasonable 
length of time by developing reserves and building refineries else- 
where, but the financial effects, in the loss of the British invest- 
ment and in the increased dollar requirements of Western Europe, 
could be overcome only slowly, if at all. The loss of Abadan would 
also deprive the West of the principal source of aviation gasoline 
and fuel oil in the Eastern Hemisphere, with consequent effect 
upon air and naval activity in the region. 

4. The primary objective of our policy toward Iran is to prevent 
the domination of that country by the USSR and to strengthen 
Iran’s association with the free world. Corollary aims are (1) to en- 
courage relations between Iran and other countries calculated to 
elicit United Nations support for its continued independence; (2) to 
assist the Iranian Government in maintaining conditions of inter- 
nal security, thereby increasing respect for Iranian sovereignty, 
strengthening the stability of the government, avoiding a pretext 
for overt Soviet intervention, and making indirect Soviet aggres- 
sion through internal subversion more difficult; and (3) to foster 
social reform and an expanding economy with the purpose of alle- 
viating discontent and strengthening allegiance to .he central gov- 
ernment. 


Evaluation of Current Policy 


5. Our objective of preventing domination of Iran by the USSR 
has so far been achieved by means of political action. Iran, after 
first following a policy of procrastination, evasion and compromise 
when confronted by an aggressive Soviet attitude, has for the past 
three years, with strong United States and United Kingdom en- 
couragement and support, been able to maintain its independence 
in the face of persistent Soviet pressure. The United States has in- 
formed Iranian authorities that it is prepared, so long as the Irani- 
an Government demonstrates a willingness to stand up for its inde- 
pendence against external pressure, to support Iran not only by 
words but also by appropriate acts. We have told the Iranians that 
we are not in a position to make any commitment as to our action 
if the Soviet Union should take aggressive measures against Iran, 
but have pointed out our obligations under the United Nations 
Charter. In response to Iranian inquiries, we have authorized the 
Embassy in Tehran to say that in the event of war with the Soviet 
Union involving both Iran and the United States, Iran may count 
on all assistance compatible with United States resources and com- 
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mitments in a global conflict. The Secretary of State informed the 
Shah on November 18, 1949 that our interest was not limited to the 
area of our formal treaty obligations. The Shah was assured that 
our interest in Iran would be great indeed if trouble should come.? 

6. Past United States efforts to assist Iran internally have includ- 
ed two military missions now advising the Iranian Army and the 
Gendarmérie, support of Iran’s efforts to secure financial aid 
through appropriate agencies (such as the World Bank) for well-jus- 
tified economic development projects, encouragement and advice in 
connection with the Iranian Government’s consideration of politi- 
cal and economic reforms designed to strengthen popular loyalty to 
the central government, and the provision of surplus light military 
equipment on credit for internal security and legitimate defense 
purposes. Iran has also been included in the Mutual Defense As- 
sistance Program and is now receiving military aid on a grant 
basis. The purpose of this aid is to assist in the maintenance of in- 
ternal security, to increase the confidence of the Iranian Govern- 
ment and people in their ability to defend themselves, to give con- 
crete evidence of American interest in the security of Iran, and to 
enable the Iranian forces, in the event of war, to carry out certain 
limited defensive operations in furtherance of over-all strategic 
plans of the free world. 

7. With the approval of the President and in conjunction with 
the Export-Import Bank, the Department of State is initiating a 
new program designed to overcome some of the existing weakness- 
es of the Iranian Governmental and economic structure and pro- 
vide impetus for the economic and social development of the coun- 
try. This program includes the following elements: 


a. An Export-Import Bank loan of $25,000,000 for road building 
and agricultural improvement. Failure of Iran to accept this credit 
would increase our reliance on IBRD credits and United States 
Government grants as levers to induce the Iranian Government to 
put its economic house in order. 

b. The strengthening of the staffs of the existing American diplo- 
matic and consular posts in Iran and the opening of a new consul- 
ate at Isfahan. 

c. A substantially enlarged program of information and cultural 
relations in Iran. 

d. A military aid program within the capabilities of the Iranian 
armed forces to absorb. 

e. A technical assistance program using Point Four funds concen- 
trating on public health, rural extension, education, etc., at the vil- 
lage level. 








2For documentation on the Shah's visit to the United States, Nov. 16-Dec. 30, 
1949, see Foreign Relations, 1949, vol. vi, pp. 471 ff. 
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8. A major source of economic stagnation and political discontent 
in Iran has been the failure of the Iranian Government and the 
Anglo-Iranian Oil Company to reach an agreement on a supple 
mentary concession agreement. The belief is widespread in Iran 
that the company is unfairly exploiting the country by refusing to 
offer reasonable and equitable royalties and its entire operation is 
resented as a closed corporation exploiting Iranian wealth but 
beyond the reach of Iranian custom or law. 

9. This has resulted in strong antagonism against the British, 
and, among the less educated, against all foreigners, and has led 
many Iranians to believe that the Western powers are not seriously 
interested in the welfare and independence of the country but are 
coucerned only with exploiting its primary resources for their own 
purposes. The present Iranian leaders do not associate the United 
States with the policies of the Anglo-Iranian Oii Company. They, 
however, want the United States to side with them in the dispute 
and force the Company to meet their terms. Nationalization, which 
is currently under discussion in the Iranian Parliament, is not im- 
possible and if it did occur would subsequently make it easier for 
the USSR to influence the distribution of the oil. The United States 
should use its utmost influence to persuade the British to offer, and 
the Iranian government to accept, an equitable concession agree- 
ment. Failure to reach such agreement carries with it such unde- 
sirable consequences that no opportunity should be lost to impart 
to both governments our sense of urgency in this matter. 

10. Iran has expressed serious dissatisfaction with the limited 
nature of the military assistance we are prepared to furnish and 
even greater dissatisfaction at our past failure to provide substan- 
tial direct economic assistance. The Iranian Government has re- 
peatedly stressed the desirability of a closer defense relationship 
with the United States, preferably through the mechanism of a re- 
gional defense arrangement for the Near East similar to the North 
Atlantic Treaty. Our refusal to commit ourselves in this respect 
has been a further source of Iranian uneasiness and discontent. 
These factors have occasionally in the past given rise to a belief in 
Iran that the United States is not seriously interested in the wel- 
fare and independence of the country and would abandon it to Rus- 
sian aggression if matters came to a showdown. There is a danger 
that such an attitude will recur unless the United States continues 
to take a course designed to convince the Iranians of its genuine 
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interest in Iranian independence. There is a belief in influential 
Iranian quarters that the Iranian Government in its westward ori- 
entation policy has gone too far and has placed Iran in an extreme 
ly vulnerable position vis-a-vis the Soviet Union without obtaining 
anything in return to help Iran protect itself. This attitude com- 
bined with recent ostensibly friendly gestures by the USSR® have 
started a trend towards Iran’s reversion to its historical policy of 
playing one power off against the other and maintaining a precari- 
ous neutrality. The new program of American assistance and guid- 
ance outlined above is designed to counteract this trend in Iranian 
thinking. Likewise, the firm policy adopted by the United States in 
Korea has helped to convince the Iranians of United States deter- 
mination to oppose aggression even though the United States has 
no formal security arrangements with the country attacked. Re 
verses in Korea, on the other hand, tend to make many Iranians 
doubtful of United States ability to render effective assistance, a 
feeling not lessened by Iran’s proximity to the Soviet Union. 
Possible Future Developments 

11. Although the USSR will continue to apply strong political 
and psychological pressures against Iran in an effort to force the 
government of that country into submission, it is considered un- 
likely that the Soviet Union would be willing to resort to direct 
armed intervention by organized USSR military forces at this time. 
Nevertheless the possibility of such armed intervention cannot be 
entirely ruled out. In the absence of such armed intervention Iran 
is probably capable of maintaining successful resistance to Soviet 
pressure and could be expected to maintain its alignment with the 
free world provided it has confidence in United States and United 
Kingdom support and can produce competent political leadership 
able to overcome the existing feeling of frustration and hopeless- 
ness among the mass of we people and to implement the planned 
economic and social reforms, delay in the execution of which is 
now seriously threatening the internal stability of the country. 
Since these conditions necessary for the maintenance of Iran's 
westward orientation and resistance to Soviet pressure may not 
continue to exist, it is possible that the United States may be faced 
in the future with one or more of the following contingencies: 





‘At the end of 1950 the Soviet Union negotiated a barter agreement with Iran, 
agreed to the release of several Iranian border guards held in the Soviet Union, and 
expressed an interest in opening discussions on stocks of Iranian gold taken from 
Iran in 1946. For documentation on the barter agreement, see Foreign Relations, 
1950, vol. v, pp. 615 ff. 
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First Contingency: The Iranian Government adopts a policy of “neu- 
trality” in the “cold war” and seeks a modus vivendi with the 
Soviet Union. 

12. Continuing deterioration of the situation in Iran has created 
a feeling of hopelessness and a public psychology inherently dan- 
gerous from the point of view of Iran's determination to resist 
Soviet pressures. Present Soviet tactics in Iran are designed to con- 
vince the Iranians that they have nothing to fear from the USSR 
and it seems certain that in their search for security many Irani- 
ans are impressed by the present “friendly” policy of the Soviets. 
Unless the United States can convince them of the real issue at 
stake, they will insist on a government in power not unsympathetic 
to Soviet approaches. Such a government, fearing overt Soviet 
action and feeling that it has been left alone to its fate, might seek 
some sort of understanding with the Soviet Union, possibly along 
the lines of the agreement of 1946. Such an understanding would 
permit Soviet economic exploitation, amnesty to political prisoners, 
legalization of the Tudeh Party and its eventual participation in 
the government, and would open the door to a gradual taking over 
of the country by local communist and Soviet agents. 

13. Current United States measures in Iran are designed to pre- 
vent this first contingency. If nevertheless the contingency did 
occur, the United States could, in conjunction with the United 
Kingdom and with little risk in proportion to the possible gain, 
take positive steps, .. . to support pro-Western elements and affect 
Iran's alignment with the free world. The alternative course of 
action, that of accepting without counter-action Iran's reversion to 
an attitude of neutrality, would probably result in eventual loss of 
Iran with the consequences noted in paragraph 2 above. 


Second Contingency: The overthrow of the present Iranian Govern- 
ment and the establishment of a pro-Soviet puppet government 
by subversive or other means not involving the use of Soviet 
military force. 

14. The weakness of the Iranian Government and the growing ac- 
tivity of dissident elements, including the Tudeh Party (despite the 
fact that this party is outlawed and has to function underground) 
make this event a possibility. Several leading Iranians have ex- 
pressed the view that communist overthrow of the government is 
not only possible but even probable unless steps are taken to im- 
prove the economic and social condition of the people and increase 
the efficiency of the government. The appointment of General Raz- 
mara, formerly Chief of Staff of the Iranian Army, as Prime Minis- 
ter gave promise of improved leadership and direction; but up to 
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the time of his assassination om March 7, 1951, his accomplish- 
ments had been singularly few. 

15. The assassination of Prime Minister Razmara underlines the 
basic political instability of Iran and emphasizes once again the 
need for strong and vigorous leadership. It had been hoped at the 
time of his appointment in June 1950 that Razmara possessed the 
qualities and influence needed to give Iran forceful government. 
However, he proved unable to make headway against the selfish in- 
terests of the politicians who control the Iranian Parliament and at 
the time of his death, he had been obliged to resort to one compro- 
mise after another in order to stay in power. 

16. His murder will greatly increase the existing political insta- 
bility in Iran at least for a temporary period. The opportunities 
available to the communists will thus be enhanced and it therefore 
becomes more than ever necessary that there be firm direction of 
the government at almost any cost. The only source of the required 
type of leadership at the moment appears to be the Shah. He can 
only succeed with strong support from the United States and the 
United Kingdom. During the next few months the political situa- 
tion will be extremely fluid and give rise to many difficulties. 

17. If the second contingency occurred the United States would 
have three alternative courses of action: 


a. To accept the loss of Iran to the Soviet orbit. This would re- 
quire a reversal of basic United States policy regarding the Medi- 
terranean and Middle East and would mean acceptance of the con- 
sequences summarized in paragraph 2 above. 

b. To support, in conjunction with the United Kingdom, the legiti- 
mate government by all means short of commitment United 
States military forces. This course of action would involve little risk 
and if successful would produce considerable gain at little cost. It 
would leave United States forces uncommitted in Iran and hence 
available for other and possibly more urgent missions. .. . 
other hand, should this course prove ineffective in restoring 
gitimate government, the United States would have to 

of all or part of Iran or pass to the course of action noted in 


To support the timate government 
which include, te ia the deployment of 


timate government. 
naval action, and might be successful cstorina’ the lent 
Iran's alignment with the West. 


United States forces even in a show of force might provoke mili- 
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tween the United States and the USSR. 
ernments in Iran by subversive or other means not involving the 
use of Soviet military force. 

18. The provincial administration of Iran is stil] subject to a high 
degree of centralized control from Tehran, and the local communist 
leadership in northern Iran was largely broken up when Soviet 
forces retired in 1946. Therefore, even though renewed communist 
activity has been reported in some parts of the area, it is doubtful 
that communist leadership could be re-installed in the provincial 
administrations, in the absence of renewed entry of Soviet forces, 
unless the central government virtually ceased to function or was 
overthrown and replaced by a pro-Soviet puppet regime. Neverthe- 
less, establishment of pro-Soviet provincial governments is by no 
means impossible if confusion and maladministration in the Irani- 
an Government continue for an indefinite period and if political 
leadership is not greatly improved. 

19. If this contingency did occur we would be faced with intensi- 
fied Soviet subversive activities in the remaining free areas of Iran 
and in Near Eastern areas contiguous thereto and with an in- 
creased tendency on the part of Near Eastern countries to seek 
strengthened security arrangements with the Western powers. 
Should security arrangements considered satisfactory by them not 
be forthcoming, the Near Eastern countries might in time seek a 
compromise with the USSR. 

20. In this contingency the courses of action available to the 
United States are virtually the same as those discussed under the 
second contingency above, the principal difference being that sup- 
port of the Iranian Government at its request would be for the pur- 
pose of enabling it to regain control of revolting provinces rather 
than of the centrai machinery of government. However, the risk of 
military involvement with the USSR would be increased for the 
United States if United States or United Kingdom forces, either as 
token forces or in strength, were deployed near the northern prov- 
inces, although it is entirely possible such deployment might serve 
as a deterrent. 


Fourth Contingency: An overt invasion of Iran by the armed forces 
of the Soviet Union. 

21. Information presently available does not indicate that overt 
Soviet attack with organized USSR military forces against Iran is 
probable at this time, especially since opportunities still remain for 
the USSR to gain its objectives in Iran short of overt attack. How- 
ever, the possibility of such attack cannot be excluded, since the 
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22. It seems likely, in view of the repeated references to the 1921 
Irano-Soviet Treaty of Friendship in the Soviet Protests to Iran in 
1948 and 1950 over the presence in Iran of American military mis- 
sions and oil drillers, that the Soviets will, if they invade Iran, 
invoke Article 6 of this treaty as a justification for their action. Ac- 
cording to the Legal Adviser of the Department of State, the fol- 
lowing conditions must co-exist before the Soviet Union would be 
justified in sending troops into Iran: 


carry out a policy of usurpation in the terri of Persia or to 
make the territory a base for military operations against 


.““b. If at the same time there is a threat of danger to the fron- 
saat © the Russian Socialist Federative Soviet Republic or these of 


regime which has overthrown ithe Ceuris 


ice & lane af ameneiiece ter ne cata maee taee Geeee 
or pel tee 7 the counter-revolutionary forces—which they might 
template against Russia or the Soviet Republics allied to her.” 


of the Government of Iran. In such circumstances, the Soviet Gov- 
ernment would be bound by the Charter to seek a peace’. adjust- 
ment of differences arising out of the 1921 treaty and, i! ;.cessary, 
to refer the matter to the United Nations for consideratiun. 
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23. In view of the above, the invocation of the treaty need leave 


should accordingly be on the alert to counter such moves. 


States courses of action would include: 


25. The present situation in Iran requires the continuation of 
basic United States policy with respect to the Mediterranean and 
the Middle East, including Iran, and the strengthening of measures 
in support of that policy, particularly measures designed to prevent 
Iran from assuming an attitude of neutrality in the “cold war”. 

26. In the event Iran assumes an attitude of neutrality in the 
“cold war’, political steps by the United States and United King- 
dom to restore Iranian alignment with the free world would be re- 
quired. 

27. In the event the present Iranian Government is replaced by a 
pro-Soviet puppet government through subversive measures not in- 
volving the use of the Soviet military forces, United States and 
United Kingdom support of the legitimate government would be re- 
quired. 

28. In the event pro-Soviet provincial governments are estab 
lished in certain areas of Iran by subversive means not involving 
the use of Soviet military force, United States and United Kingdom 
support of the legitimate government, short of deployment of 
United States forces, is required. 
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29. Direct Soviet attack on Iran would not automatically initiate 
global war, but would in fact so greatly increase the risk of global 
war that the United States while taking measures to stop and lo 
No. 7 
Council’ 
[Wasnincton, March 14, 1951.) 





calize the aggression would also have to proceed on the assumption 
Draft Statement of Policy, Proposed by the National Security 


that global war was probably imminent. 
S/P-NSC files, lot 62 D 1, NSC 107 Series 


TOP SECRET 
[NSC 107] 
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2. Because of United States commitments in other areas, the cur- 
rent understanding with the United Kingdom that it is responsible 
for the initiative in military support of Iran should be continued. 
The vulnerability of Iran, particularly the northern part, and the 
paucity of the military resources available make it desirable that 
the United States and the United Kingdom jointly give early con- 
sideration to measures designed to strengthen the general area in 
order to give Iran support in depth. 

3. Present conditions in Iran as well as Soviet threats to that 
country require that the United States further strengthen its pro- 
grams in Iran in support of its basic policy. Accordingly, the 
United States should: 


a. Continue to extend political support and military aid and ac- 
celerate economic aid as much as possible in order to (1) increase 
internal security in Iran, (2) strengthen the Iranian Government 
and people in their resistance to communist pressures, (3) bring 
them into closer association with the free world, and (4) demon- 
strate the intention of the United States to assist the Iranians to 
remain independent. 

b. Press the United Kingdom to effect an early and equitable set- 
tlement of the Anglo-Iranian Oil Company dispute.? 


5. The United States should now make plans and preparations in 
conjunction with the United Kingdom to counter possible commu- 
nist subversion in Iran and to increase support of the pro-Western 
Iranian Government in the event of either a communist seizure of 
power in one or more of the provinces or a communist seizure of 
the central government. Such plans and preparations should envis- 
age political and economic support, including: 


a. Correlated political action by the United States and the 
United Kingdom. 


c. Efforts to induce nearby countries such as Turkey and Paki- 
stan to assist the legal Iranian Government. 

d. As desirable, consultation with selected countries to attain 
support for the United States position. 

e. Exposure of USSR responsibility and consideration of refer- 
ence of the situation to the United Nations. 





2On Mar. 21, before the meeting of the National Security Council, the Bureau of 
European Affairs suggested that this paragraph be redrafted to read: “3b. Press for 
an early and equitable settlement of the Anglolranian Oil Company dispute.” 
(Memorandum to the Secretary of State; S/P-NSC files, lot 62 D 1, NSC 107 Series) 
There is no record to indicate that Secretary Acheson approved this suggestion. 
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6. In the event of overt attack by organized USSR military forces 
against Iran, the United States in common prudence would have to 
proceed on the assumption that global war is probably imminent. 
Accordingly, the United States should then immediately: 


a. Seek by political measures, to localize the action to stop the 
aggression, to restore the status quo, and to ensure the unity of the 
free world if war nevertheless follows. These measures should in- 
clude direct diplomatic action and resort to the United Nations 
with the objectives of: 


(1) Making clear to the world United States erence for a 
settlement and the conditions upon which the United 
tes would, in concert with other members of the United Na- 
tions, - — such a ee —— 
(2) ining agreement ni ations authorizing 
member nations to take appropriate action in the name of the 
United Nations to assist Iran. 


b. Consider the possibility of a direct approach to the highest 
Soviet leaders. 

c. Place itself in the best possible position to meet the increased 
threat of global war. 

d. Consult with selected allies to perfect coordination of plans. 

e. While minimizing United States military commitments in 
areas of little strategic significance, take action with reference to 
the aggression in this critical area to the extent and in the manner 
best — to the implementation of United States national 
war plans. 


No. 8 
Editorial Note 


At its 87th meeting on March 21 the National Security Council 
considered NSC 107. The Council noted the views of the Joint 
Chiefs of Staff, contained in a memorandum to the Secretary of De- 
fense dated March 19, which had been circulated to the Council, 
the Secretary of the Treasury, and the Director of Defense Mobili- 
zation under cover of a memorandum by Lay dated March 20. The 
Joint Chiefs had no objection, from the military point of view, to 
the use of the draft statement of policy on Iran in NSC 107 as an 
interim working guide, but they noted that the impact of recent 
events in Iran and possible international consequences might serve 
to invalidate certain premises on which the draft statement of 
policy appeared to be based, particularly with regard to actions of 
and correlation with the United Kingdom in Iran. They therefore 
recommended that the Council review the policy when the situa- 
tion had clarified sufficiently to warrant it and, in any event, not 
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later than July 1. The Council then noted the following views of 
the Joint Secretaries (Secretaries of the Army, Navy, and Air 
Force) as submitted by the Secretary of Defense: 


“The Joint Secretaries recommended that NSC 107 be rejected in 
its entirety. 

“The heart of NSC 107 is paragraph 5 and 6; what to do in case 
of internal subversion in Iran and what to do in case of a Soviet 
attack, respectively. 

“Neither paragraph faces up to the question. They are safe in- 
nocuous statements of generalities which do not indicate anything 
except watchful waiting. 

“A policy document for Iran must bluntly face the facts. If we 
cannot do anything we should say so. If we can take concrete steps 
in either contingency we should specifically so state. 

“Until a complete study as to specific manner and means by 
which we can protect the interests of the West in Iran has been 
completed we should not attempt to establish a national policy 
with respect to that country, particularly in view of current devel- 


opments.” 


Finally the Council adopted NSC 107, which was subsequently 
transmitted to President Truman, and agreed that, if the President 
approved the statement of policy, the Department of State should 
transmit to the Council monthly progress reports on the implemen- 
tation of that policy until the situation in Iran became clearer. The 
Council also directed the NSC Staff to review the statement of 
policy, if the President approved it, whenever the situation in Iran 
had clarified sufficiently to warrant such review and in event not 
later than July 1, 1951. (NSC Action No. 454) 

Lay, in a memorandum dated March 26, informed the Council 
that the President had on March 24 approved the statement of 
policy in NSC 107 and had directed its implementation by all ap- 
propriate executive departments and agencies of the U.S. Govern- 
ment under the coordination of the Secretary of State. He informed 
the Council that the Department of State was being requested to 
transmit monthly progress reports and the NSC Staff was being di- 
rected to review the policy as agreed at the Council meeting on 
March 21. Copies of the Joint Chiefs’ memorandum, the Joint Sec- 
retaries’ views, and the record of action (NSC Action No. 454) 
taken by the Council at its meeting on March 21 are in the S/P- 
NSC files, lot 62 D 1, NSC 107 Series. 
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B. The Formation of the Mosadeq Government and the Nationalization of the 
Oil Industry in Iran 


No. 9 


888 2553 AIOC/3-1751: Telegram 


The Secretary of State to the Embassy in Iran' 


SECRET PRIORITY WasuincTon, March 17, 1951—noon. 


1623. FYI Dept prelim thinking re AIOC nationalization? as fols: 

(1) While in general US does not favor nationalization, US recog- 
nizes right of sovereign states to nationalize provided prompt pay- 
ment just compensation made. However, this policy not publicized 
abroad as it might encourage fon states to nationalize. 

(2) Dept not at present opposing AIOC nationalization because of 
(1) and because such opposition wid in present circumstances jeop- 
ardize politically US and West in Iran and might result in loss of 
Iran to Sovs. 

(3) Therefore, only Dept statement at this time is expression of 
hope Iran and AIOC will work out satis arrangements keep oil 
flowing to world markets view large area mutual interest. 

(4) Dept principally fears precipitate action by UK and/or co or 
further strong notes such as preceded Majlis action regarding na- 
tionalization might have adverse repercussions. * 

(5) Dept believes it dangerous consider Majlis action not repre- 
sentative Iran sentiment and for co to maneuver and lobby in 
Tehran in effort to have Majlis repudiate vote. US shld take care 
Irans do not associate US with such interference and we will en- 
deavor dissuade UK from 1933 tactics. 

(6) Dept believes Internat] Court, UN or other action probably 
wid not prevent final nationalization without use of force. Further- 
more, exposure of case history to internat] forum now might split 
West and particularly alienate Asiatic and Moslem world. 

(7) Dept, however, realizing great importance Iran oil to UK will 
consult closely with Brit and support them where possible within 





‘Drafted by Funkhouser and Ferguson and cleared by the Office of British Com- 
monwealth and Northern European Affairs and the Petroleum Policy Staff. Repeat- 
ed to London, Moscow, Paris, Baghdad, Jidda, Dhahran, Cairo, Beirut, Damascus, 
and Basra. 

On Mar. 8 the Majlis Special Oil Commission submitted a resolution accepting 
the proposal of the nationalization of the oil industry. One week later the Majlis 
unanimously approved the resolution of the Oil Commission and allotted 2 months 
for consideration of its implementation. 

°At this point in the source text the following sentence was deleted before trans- 
mission: “With delicate handling, however, situation cld result in strengthening ME 
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limitations imposed by above considerations. Prelim US position 
outlined this tel may be modified when nature Brit reaction be- 
comes known and situation in Iran further clarified. 

(8) Irans apparently so far unaware how to put “nationalization” 
into effect and in next two months skillful, fresh AIOC approach 
looking towards future shld be able assure co continued operations 
in Iran. For example, exclusive management and handling of Iran 
oil shld be sought to avoid expulsion which we believe wid result 
from determined AIOC resistance to nationalization. 

(9) Iran production, particularly 500,000 bpd refined products, 
can not be replaced at this time and demands extreme respect for 
Iranian bargaining position. 

(10) Events in Iran over past year have repudiated UK and par- 
ticularly AIOC policies re negot Supplementary Agreement. In 
gathering up pieces from current situation, Dept believes change in 
policies and/or management controlling AIOC obligatory. We shid 
reach same effective cooperation with UK FonOff re Iran oil as has 
developed over past year re Iraq oil problems. 





ACHESON 
No. 10 
78R.00/3-2851: Telegram 
The Secretary of State to the Embassy in Egypt' 
TOP SECRET PRIORITY WASHINGTON, March 28, 1951—7 p. m. 


925. For McGhee.? Fol most recent developments Iran situation. 

Brit confirm recent decision reduce allowances local employees 
which has resulted widespread strikes in at least three cities in oil 
area. Press reports Admiralty confirmation naval vessels sent Per- 
sian Gulf area altho “on routine visit’’. Martial law proclaimed sev- 
eral cities in area by IranGov which has sent army reeinforce- 
ments to maintain order. 

Brit have informed us both here and in Tehran they believe fur- 
ther negots re oil must be at governmental level; AIOC being urged 
prepare new proposal for presentation to govt; such presentation 





‘Drafted by Rountree and cleared by Raynor and ihe Office of Near Eastern Af.- 
fairs. Repeated to London and Tehran. 

*Following the meeting at Istanbul, McGhee traveled to Nuwara Eliya, Ceylon, 
for a conference of U.S. diplomatic and consular officers in South Asia, Feb. 26-Mar. 
3. McGhee then returned to the Middle East for visits to U.S. Missions in that area. 
For documentation on the meeting in Ceylon, see Foreign Relations, 1951, vol. vi, 
Part 2, pp. 1650 ff. 
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must await return of Shah from visit Jordan about middle of 


Dept seriously concerned over these developments, and fears Brit 
may be fol 1933 pattern in meeting AIOC problem, even in face 
Iran clamor for nationalization and explosive situation which wid 
be created by precipitous action. Dept’s views concerning best solu- 
tion to problem have not been crystallized, and of necessity will be 
affected by Brit proposals. However, prelim view is that solution 
must take into acct unanimous Majlis and Senate action* and must 
provide at least face-saving device for substantial segment in Iran 
which has gone on record as demanding nationalization. Dept be- 
lieves it unrealistic to suppose that Seyid Zia or anyone else chosen 
as PriMin cld be successful under present conditions in enforcing 
by constitutional or unconstitutional means completely negative 
decision re nationalization. Dangers involved in such strong-arm 
methods wld be very great unless there is clear evidence in ad- 
vance that PriMin wid have substantial support, which doubtful. 

It is recognized, of course, that there are risks in most alterna- 
tive plans; for example, arrangement whereby operation wid be na- 
tionalized under IranGov which wid contact with AIOC as operat- 
ing co presents problem of precedent which Sovs probably wid 
press re northern area and upon which IranGov might eventually 
be compelled to yield. 

In view these developments, importance immed coordination UK- 
US actions, and fact Brit position probably will not be made known 
to us before discussion with you, you may wish proceed London 
ahead of schedule.* 

Reply urtel 164 March 26 from Amman® concerning proposed 
US-UK declaration follows in separate tel. 

Emb London, to which this tel rptd, requested immed obtain 
from FonOff reasons actions in wage reduction and naval visits at 
this crucial juncture, and restate request we be consulted before 
any decisions taken which wid have important effect upon situa- 
tion.* FYI this connection, Dept apprecs likelihood FonOff was not 





Qn Mar. 20 the Iranian Senate approved the law nationalizing the oil industry. 
‘On Mar. 20 the Embassy in London reported that the Foreign Office hoped 
McGhee would be able to stop briefly in London on his way back to Washington for 
general consultations on Iran. (Telegram 5006; 888.2553/3-2051) The same telegram 
alluded to a similar previous request that has not been identified in Department of 
State files. 
‘For text, see Foreign Relations, 1951, vol. v, p. 289. 
*On Mar. 29 the Embassy in London reported that it discussed these questions 
with the Foreign Office which confidentially admitted that the cruiser Gambia had 
Continued 
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No. 11 


611 88/3-2851 Telegram 
The Secretary of State to the Embassy in Iran’ 


TOP SECRET WasHINncTon, March 28, 1951—7 p. m. 


1698. Dept is carefully reviewing its Iran policies in light gravity 
present situation and is considering possible emergency measures 
to cope with any further deterioration. 

Dept’s present policy briefly is to support Iran independence and 
assoc with free world through polit means, mil assistance and such 
econ measures as Exim loan, projected $25 million grant aid and Pt 
IV. These essentially long-range measures may be too inflexible for 
meeting crisis which might arise momentarily and, with possible 
exception grant aid program, have insufficient polit appeal to influ- 
ence Iran policy to desired extent. 

Mil aid program is being expedited, although poor reception of 
first impressive equipment, i.e., tanks, lends little hope that subse- 
quent shipments will have appreciable influence upon situation. 
Reception accorded additional tanks now en route, however, may 
indicate future possibilities this program insofar as polit and psy- 
chological factors concerned. Only impediment availability Exim 
loan is Iran legis, passage of which in immed future believed doubt- 
ful. In any event impact loan project cannot be felt for many 
months and psychological value announcement wid be small. Dept 
is expediting Pt IV aid, although long-range and even greatly aug- 
mented program wid have little immed effect. $25 million grant aid 
included in other legis wid, in Dept’s view, help greatly, although 
funds scheduled mainly for capital equipment which too wid have 





'Drafted by Ferguson and Rountree and cleared by the Offices of the Assistant 
Secretary of State for Economic Affairs and of International Security Affairs and by 
the Technical Cooperation Administration 
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longer-range rather than immed impact. (However, legis as drafted 
wid permit in emergency use some portion for consumers goods.) 
Moreover, several months required for enactment legis and avail- 
ability funds. 

Under present circumstances, therefore, there is little flexibility 
in use of these tools for dramatic impact upon Iran public opinion 
in a crisis, although their value shid not be underestimated. Dept 
urgently considering what other measures might be taken. Among 
difficulties involved is that Iran, as well as other countries, might 
conclude best way extracting US aid is to bring about crisis condi- 
tions. Moreover if Congressional approval required it wid have to 
be sold on “crisis” basis which might further inflame situation 
within Iran. Furthermore, US might be accused of underwriting 
Iran action in nationalizing AIOC. Recognized, however, nat! inter- 
est may require proceed with some special program. 

If it shld be possible for Dept in emergency obtain dols for use in 
Iran, it wid appear immed impact upon economy and great psycho- 
logical advantage wid be derived from program designed meet cur- 
rent internal finan problems. Although extension US aid for this 
purpose wid be contrary gen policy, it is conceivable that circum- 
stances may warrant such drastic course. Ur views as to precise 
way in which such funds might be utilized wid be of great value in 
Dept’s planning for this eventuality. Aid might take form either 
outright grant of dols to IranGov which cld use them purchase 
rials, or grant consumers goods. Latter appears equally difficult in 
view competition with normal commerical channels with ensuing 
polit repercussions but such items as dried milk, eggs, pharmaceu- 
ticals, etc., may offer possibilities. Direct relief to needy in form 
soup kitchens, dispensaries, foodstuffs and drugs might be consid- 
ered. This might encounter relatively few obstacles in Iran and wid 
be in line US reputation for humanitarianism. It wid, however, 
aside from problems re methods of implementation, establish prece- 
dent it wid be difficult to withdraw from in subsequent years and 
wid be difficult justify in absence any unusual emergency demand- 
ing action of this nature. 

There may be some Seven Year Plan? projects which cld be made 
subj for fast US action with sufficient public appeal accomplish our 
ends: well drilling and pump installations in selected locations in- 
cluding perhaps land distributed by Shah; relatively inexpensive 
but impressive street paving and road projects; selected health 
projects; etc. Difficulties in such projects which shld be taken into 
account in formulating any program based thereupon include avail- 





*The Iranian Seven-Year Plan for economic development passed by the Majlis on 
Jan. 21, 1948. 











Iran and concluded in addition to US. aid the essential requirements for 
lution to the crisis 
revenue at not les 25,000,000 pounds per year.” (Telegram 2302; 888.10/4-651) 





No. 12 


Memorandum of Conversation, by the Director of the Office of 
Greek, Turkish, and Iranian Affairs (Rountree)' 


TOP SECRET [Wasninoton,} April 17, 1951. 


Mr. Geoffrey Furlonge, British Foreign Office 
Mr. George McGhee, Assistant Secretary 

Mr. G. Hayden Raynor, EUR 

Mr. William M. Rountree, GTI 





‘Drafted by Rountree on Apr. 18 and initialed by McGhee 
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Iran, was limited to three representatives of each government in 
accordance with the requests of the British Ambassador.” 

Ambassador Franks said that, following our initial talks, the Em- 

bassy had put to the British Government the substance of the 

United States position on the AIOC problem as he understood it to 

be. The British Government had given intensive thought to this 

the Ambassador had now received a communication 

setting forth the present views of the Foreign Office and the For- 

eign Minister, which had not yet been presented to the British Cab- 

inet. 


Ambassador Franks said that the present Foreign Office think- 
ing is that the problem should be approached in two stages: (1) dip- 
lomatic efforts in paving the way for negotiations and (2) the nego- 
tiations themselves. While he could not say now how the detailed 
negotiations would take place, he said that the “stage setting” 
should be handled by the British Government and not by AIOC. 

It is proposed by the Foreign Office that the British Ambassador 
in Tehran call upon the Iranian Prime Minister and put to him in 
an informal manner the following points: 


A. That the British Government cannot accept the Iranian posi- 
tion that the AIOC controversy is not a matter of concern to it. The 
British Government is vitally concerned in this important British 
interest. 

B. The Ambassador would then review the actual situation as re- 
gards the AIOC controversy, pointing out the several major factors 
involved. These would include: appropriate recognition of the 
Majlis legislation concerning nati ization; the fact that the com- 
pany is in Iran by virtue of an agreement which does not allow for 
a4 teral cancellation; the importance of the industry to Iran and 
Great Britain, as well as to the entire free world; and the need for 
mutually le arrangements which would permit the compa- 
ny’s contin ration, recognizing the adverse consequences to 

1 concerned if this were not done. 

C. The Ambassador would then reiterate the interest of the Brit- 
ish Government in the independence and integrity of Iran and in 
the welfare of the Iranian people. He would point out that in the 
common interest the oil situation should not be permitted to inter- 
fere with the continued good relations of the two countries. 

D. The Ambassador would say that it is possible to turn the 
present situation to advantage by establishing a new relationshi 
and association with respect to oil industry under which both 
countries would benefit. 





*Telegram 1825 to Tehran, Apr. 11, provided a summary of the first two meetings 
The Department felt that the British position in Iran demonstrated some flexibility 
but expressed doubt that any British plan which did not recognize the principle of 
nationalization of the AIOC would be hard to sell to the Iranians. (888.2553/4-1151) 
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The Ambassador expressed considerable confidence that the ap 


proach adopted by the Foreign Office had many constructive ele 
ments, and that it therefore had a good chance of success. He 


gotiations which would, of course, be between the company and the 
Iranian Government. The British Government feels, however, that 


sible to square the plan with the nationalization clamor. Ambassa- 
dor Franks, admitting that he could only guess upon this point, 





*Attached to the source text was a summary of the US. views on the position set 
forth by Ambassador Franks, not printed; regarding these views, see the memoran- 
dum infra 








the 
(Mr. McGhee then read the attached paper, a copy of which he 
informally handed Ambassador Franks.) 


bassador asked that the Department take fully into account this 
British view in formulating its own position. 

In reply to Mr. Raynor's question, the Ambassador stated that 
the British plan for the creation of a new corporation registered in 
Kingdom did not contemplate that the Iranian Govern- 
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The Ambassador said, in reply to Mr. Raynor's question, that the 
British Government would not favor the registration in Iran of the 
new corporation, as this arrangement would place the corporation 
at the mercy of the Iranian parliament. 

Mr. McGhee referred to the persistent rumors in Iran that the 


wholehearted support to the Shah and, while he is in office, to Ala, 
pati wlne dpa dpe elyvgr- dg ager pachnie tang 


Telaran to tho effect that the Beitioh frieste Planiane wil cnam 


| Attachment | 


Paper Prepared in the Department of State 


TOP SECRET [WasHIncTon, undated | 
United States views on questions raised during discussions with 
the British on Iran: 
1. Although we recognize that many aspects of the present situa- 
tion in Iran are matters to be dealt with directly by the AIOC and 
the British Government on one hand and the Iranian Government 


action by the US and UK Governments. We would like to empha- 
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size the vital necessity of full cooperation in future actions with re- 
spect to Iran by the US and UK Governments and their respective 
oil interests. 

2. We fully understand the importance of the AIOC to the UK 
economy. We wuuld expect, however, because of the overriding im- 
portance to the UK, the US and the whole free world of continued 
peace and stability in the area and the continued flow of Iranian 
oil into world commerce, that the UK will not allow these objec- 
tives to be subordinated to commercial or balance of payments con- 
siderations. 

3. We would be opposed to the adoption of “strong’’ measures by 
the British to obtain a favorable solution to the problem of the 
AIOC concession, such as the manipulation into office of an Iranian 
Premier of UK choosing or the introduction of force or the threat 
of force. We assume that the British do not now contemplate such 
action .... 

4. In our judgment, the original offer for continuation of AIOC 
operations as proposed by the British delegation in the meeting of 
April 10 will not be acceptable to the Iranians since it does not 
even pay “lip service” to nationalization; that it, therefore, faces 
certain rejection; that the United States as a result cannot support 
it and strongly recommends that the British not make such an 
offer since it would tend to prejudice Iranian acceptance of any 
future offer. 

5. The US does not wish to propose specific terms which might be 
acceptable both to the AIOC, the UK and Iran, since it is believed 
that any specific proposal should come from the AIOC. It neverthe- 
less feels that to be acceptable any such proposal must, as a mini- 
mum, embody the following elements: accommodation to the princi- 
ple of nationalization; fifty-fifty profit sharing or its equivalent; 
progressive Iranianization; satisfactory arrangements for internal 
distribution of oil products. It is hoped that AIOC can maintain 
operational control, and that the stability of the AIOC position and 
concession rights in the Middle East generally will not be weak- 
ened. 

6. The United States could only support a proposal to the Irani- 
ans which it feels has a reasonable chance of success. Any United 
States support of a specific proposal the AIOC may make to the 
Iranians would be general and not support for the particular provi- 
sions of the offer, would not be public and would, for the time 
being at least, be confined to discreet diplomatic action by the 
American Ambassador. 

7. Aside from the particular solution to the Iranian oil problem, 
the United States believes that the British and American Govern- 
ments independently should render all possible support to the Shah 
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and the Iranian Government. This support should be backed up by 
economic and technical assistance, and military equipment and 
training, to the fullest practicable extent. For its part the United 
States is prepared immediately to consider increasing military as- 
sistance and the extension of grant economic aid in addition to 
loans which already have been authorized. 





No. 13 


BRA 2558 AIO) 4-185) 


Memorandum of Conversation, by the Director of the Office of 
Greek, Turkish, and Iranian Affairs (Rountree)' 


TOP SECRET [WasHINGTON,]} April 18, 1951. 
Participants: The British Ambassador 

Sir Leslie Rowan, British Embassy 

Mr. Geoffrey Furlonge, British Foreign Office 

Mr. George McGhee, Assistant Secretary 

Mr. G. Hayden Raynor, EUR 

Mr. William M. Rountree, GTI 


This meeting, confined to three representatives of each govern- 
ment in accordance with the request of the British Ambassador, 
represented the final one of the series of talks with the British on 
Iran. The British officials who came to Washington for this purpose 
will depart on April 19. 

Mr. McGhee said that the Department's representative had given 
considerable thought to the course of action proposed by Ambassa- 
dor Franks in the meeting of April 17.2 He said that while the pro- 
posal had several good aspects, he frankly did not believe that it 
contained enough in the direction of nationalization to make it 
saleable to the Iranian Government. As to proceeding with that 
particular plan, however, he felt that a great deal depended upon 
the tactics employed. If it were presented to Ala on a completely 
informal and exploratory basis, it is possible that there would not 
be much reaction even if it proved to be unacceptable. On the other 
hand, if it were put forward more formally as a definite proposal 
there is, in the Department's opinion, a serious possibility that the 
United Kingdom, and more indirectly the United States and the 
entire West, would be placed in the position, in the Iranian view, of 
opposing the forces of nationalization. Mr. McGhee elaborated upon 
the dangers involved in this possibility, pointing out that it would 





'Drafted by Rountree on Apr. 19 and initialed by McGhee 
*Regarding this meeting, see the memorandum of conversation, supra 
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place the Communists, riding upon the wave of nationalization, in 
an extremely strong position. Such a development would, of course, 
seriously weaken the British in regard to any subsequent plan 
which might be put forward. He therefore strongly urged the Brit- 
ish to reconsider their present plan with the objective of adding 
more of a “flavor” of nationalization in some form that would have 
minimum effect upon the actual control of the company’s oper- 
ations. 

Mr. McGhee said that he did not wish to put forward specific 
suggestions as to how this might be done. He said, however, that 
the problem might be met by the creation of a new Iranian entity 
in which the sub-soil rights would be vested; this corporation would 
in turn deal with the AIOC affiliates along the general lines of the 
present British plan. As another example, a new company might be 
created with partial Iranian ownership in which the total rights, 
both sub-soil and production, would be vested. 

Mr. McGhee continued by saying that if such a formula could be 
found, Ala might be able to put it forward to the Parliamentary oil 
commission as a plan which they themselves could present to the 
British. In his view it is extremely important that the commission 
have some idea as to what might be acceptable to the British. He 
said that a great sales point in the British plan is the “no compen- 
sation” element, since any Iranian solution requiring compensation 
would be onerous to them, especially since they will in any event 
ultimately get the assets without payment. In the meanwhile they 
would be receiving 50 per cent of the profits, which probably would 
represent a larger income than would be possible under Iranian op- 
eration. 

Mr. McGhee said that if, notwithstanding our strong view on this 
point, the British are determined to proceed with the present plan, 
he does not believe that the United States could support them and 
thus place itself in a position of opposing the forces of nationaliza- 
tion; if, however, a more reasonable formula can be found, we 
would give them appropriate diplomatic support. 

Ambassador Franks expressed disappointment in these views. He 
said that, with regard to the paper handed to him by Mr. McGhee 
on the previous day outlining the Department’s reaction to the 
original British plan, he “had no quarrel’’ with most of it.* Howev- 
er, he wondered if the paper, and thus the United States thinking, 
recognized adequately that the British are dealing with a prime 
strategic necessity. He said that we could not under-estimate the 
defense aspects of the current problem. The Ambassador did not 
suppose that what the United Kingdom had put forth would be ex- 





*Printed as an attachment to the memorandum of conversation, supra. 
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actly what the United States representatives had considered ico be 
the best plan; however, they had come a substantial way toward 
meeting the points presented by the Department, always bearing in 
mind the minimum requirements for effective British control. 

In regard to the nationalization aspect, the Ambassador said that 
the exchange of notes with the Prime Minister would fully recog- 
nize the desire of the Iranians to obtain control of their oil re 
sources and production, and further state the desire of the British 
Government, by adapting the existing agreement, to make this pos- 
sible. In the Ambassador’s view, this general line does offer some 
accommodation to the principle of nationalization, although admit- 
tedly it does not go as far as Mr. McGhee had suggested. 

Regarding Ambassador Shepherd’s approach to the Iranian Gov- 
ernment, the Ambassador said that it should not be assumed that 
he will have the attitude of putting things forward simply to be 
knocked down; on the other hand, he will not engage in discussions 
with a closed mind. The approach to Ala will simply be for the pur- 
pose of opening discussions upon the subject and will be completely 
informal. Subsequent policies and action might, of course, be affect- 
ed by developments in this initial approach. 

Regarding Mr. McGhee’s comment that we could give support to 
the present British plan, the Ambassador wondered what was 
meant. Under the circumstances, there would be no such thing as 
complete neutrality. If the United States must be neutral, the Brit- 
ish would very much hope that it would be a benevolent neutrality; 
he hoped, of course, that we could go farther. The British know 
that in any case we would not talk against their plan or endeavor 
to undermine it, but unfortunately in the present situation a “sad 
silence” is a verdict. 

Mr. McGhee replied that, regarding the strategic aspects of the 
current problem, the United States did not fail to appreciate the 
importance to British defense efforts of a satisfactory solution and, 
indeed, the paper setting forth the Department’s views recognized 
this. 

Regarding American support of the British plan, Mr. McGhee 
said that our objective is to help stabilize the situation in Iran and 
render all possible support to the British. However, he emphasized 
again that it would not be in the interest of either country, or in 
the interest of the West as a whole, for the United States to 
become identified with any plan put forth by the British which did 
not recognize the principle of nationalization and which thus would 
run an undue risk that we would be placed in opposition to those 
forces demanding nationalization. For us to take a positive position 
upon a specific plan might place us in that situation. He said, how- 
ever, that any neutrality would be benevolent; we will go as far as 
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we can, bearing in mind our desire not to become directly involved 
in the nationalization issue. He pointed out that the British propos- 
al contained very little that is new. The Iranians already assume 
that they will obtain the total assets, at least by 1993, and this 
would merely be confirmed in the new plan; they have already 
been told that they would obtain an equal share of the profits; pre- 
vious agreements already have recognized the principle of Iraniza- 
tion and this will therefore not be new. The only new aspect is the 
creation of an Iranian company to handle internal distribution of 
petroleum products in Iran. He therefore did not see how the plan 
could be squared with nationalization in the view of the Iranian ne- 
gotiators. This does not mean, however, that he was suggesting 
throwing the plan overboard. He was merely suggesting that a new 
element be found. 

Ambassador Franks said that Mr. McGhee’s views would be 
given most careful consideration, although he felt that the British 
Government could not accept the suggestion unless it were shown 
that there would not in fact be a serious diminution of control by 
the company. On the other hand, if some new arrangement could 
be developed which would not diminish the effective control he felt 
that the British would be receptive. He said that, while further 
concessions might in fact be made, he felt that they could not sway 
with the storm so soon against their interests. In such negotiations 
appetites grow by what they feed upon. On the other hand, the 
British must guard against the danger of too little, too late. Ambas- 
sador Franks said that the British had hoped that the total pack- 
age of their plan contained so much of our common views that we 
would go so far as saying it is worth looking into; he would be dis- 
appointed if that is not possible. His apprehension is that, if we are 
not convinced that the plan has some chance of success, the Ameri- 
can attitude might be to wonder how long it will take Ambassador 
Shepherd to sink. He was glad of Mr. McGhee’s assurance that any 
neutrality would be benevolent neutrality, and said that Ambassa- 
dor Shepherd would be instructed to keep closely in touch with 
Ambassador Grady during all stages of his conversations. 

Mr. McGhee again emphasized the desirability of a completely 
informal approach to Ala in the first instance for the purpose of 
seeking his views as to whether the plan has any chance of success. 
No risk would be involved in this since, if it is considered by Ala to 
be unacceptable, a public explosion would be avoided. 

Ambassador Franks said that it was intended that the initial ap- 
proach to Ala would be informal and his reaction might affect the 
nature of the tactical approach from that point. He pointed out 
again that looming large in this connection are the respective as- 
sessments by the United States and United Kingdom of the depth 
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of feeling in Iran concerning nationalization and the real force of 
the advocates of nationalization. He believes, based upon the Brit- 
ish assessment, that the suggested line has a reasonable chance of 
success. 

Mr. McGhee, in summarizing his position, said that he strongly 
recommended including in the British plan at least some facade of 
nationalization. If the British nevertheless go forward under the 
present plan, he hopes that it will be through a gradual process 
and handled in such a way that bridges will not be burned if it be- 
comes obviously necessary to seek a new course. Should the British 
be prepared to offer more to the Iranians, it might be possible for 
the United States to extend more support. In any event, they 
would have our benevolent neutrality, although we certainly could 
not lend support in the face of strong reaction. 

Turning to oil questions in other countries, Mr. McGhee said 
that it had been agreed by IPC to extend an offer to Iraq for equal 
sharing of profits. If this offer is followed through and the neces- 
sary company reorganization is accomplished, he feels that the 
question of nationalization in Iraq will be avoided. He asked that 
the British Government use its influence with AIOC (a partner in 
IPC) to assure that the negotiations with Iraq and implementation 
of the new arrangement do not become bogged down. 

Regarding Kuwait, Mr. McGhee referred to discussions which 
had taken place between AIOC and the American partner of the 
Kuwait enterprise (Gulf Oil Company) and said that the American 
partner is anxious to proceed at once with a 50-50 offer. Although 
AIOC appears to feel that such an offer should be delayed for some 
time, perhaps as long as two years, the American company believes 
that the stability which would be assured by moving at once would 
be well worth the cost. The assistance of the British Government 
was requested in influencing the 4'°%C to agree to an immediate 
50-50 offer, and in facilitating the necessary company reorganiza- 
tion, permitting the organization of an American company to exer- 
cise the rights of the Gulf Oil Company. 

Ambassador Franks took note of Mr. McGhee’s comments con- 
cerning Iraq and Kuwait and said that he would pass them on to 
the British Government. 

Ambassador Franks said that since this was the final meeting of 
the present series, he felt that a brief press release should be 
issued, and put forward a draft which had been prepared by the 
British Embassy. Since this draft was not acceptable to the Depart- 
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ment’s representatives, it was agreed that Messrs. Furlonge and 
Rountree would jointly prepare a statement.‘ 





*No copy of the British draft communiqué has been found in Department of State 
files; for the text of the communiqué released to the press on Apr. 19, apparently 
2 eee 
tin, Apr. 30 p. 700. 

On Apr. 20 y Rectihee tsunsanited to Geerstary Acheson 0 memesundum cumanarie 
ing the four talks with the British and sta’ ng 
“It was clear from the discussions that the British, at least on the surface, do not 
consider the depth of the nationalization clamor in Iran to be as great as it is in the 
Department's view. Consequently, it is clear that the British believe that they can 
get by with fewer concessions than we think possible.” (888.2553/4-2051) 

On Apr. 25, Bernard Burrows told Rountree that the Foreign Office had given 
general approval to the proposals made by Ambassador Franks on Apr. 17 without 

them as a result of the suggestions made by McGhee on Apr. 18. (Memo 
randum of conversation, by Rountree; 888.2553/4-2551) 





No. 14 
MAA 25554-2051 Tetegram 


The Secretary of State to the Embassy in Iran' 


TOP SECRET PRIORITY WasnHinoTon, April 20, 1951—7 p. m. 

1909. Eyes only Ambassador Grady. 

[Here follows a summary of the talks with the British and an 
outline of the plan which Ambassador Franks explained to McGhee 
at the meeting on April 17 (see Document 12).) 

Shid Brit make offer in its present form and you are asked for 
comments by Ala, Dept wid appreciate ur taking line: 


1. Offer taken by itself has some good pts 
2. It is important to find some ang upon which negots can 


3. You regret you cannoi cvument specific details of proposal or 
its implications vis-a-vis Iran demand for nationalization.” 


Dept realizes ur position will be most difficult in view unfortu- 
nate publicity given conversations here and hopes you will be able 
to make clear US not intervening. Shid Brit alter proposal along 
lines suggested by Dept, nature of support we wid extend wid 
depend on circumstances existing at time but present Dept contem- 
plates you, as you have suggested, working discreetly behind scenes 





‘Drafted by Ferguson and cleared by the Bureau of European Affairs and the 
Office of the Assistant Secretary of State for Economic Affairs. Repeated to London 

*For text of the aide-mémoire containing the British proposals as delivered to 
Prime Minister Ala on Apr. 26 by Ambassador Shepherd, see British Cmd. 8425, pp 
28-29 
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with Shah and Ala with public US position remaining as at 
present. Dept informed Brit while it cld not support present propos- 
al, it wid adopt policy of “benevolent neutrality” and it is impor- 
tant to avoid impression US opposes offer. Silence as reflected in 
“no comment” reply to Irans might be interpreted as opposition 
and hence, in this event, wid be important include points one and 
two above in reply. Dept aware extreme difficulty maintaining po- 
sition this sort in Iran and hopes therefore Brit will be able to 
make proposal we can earnestly support, though in quiet diplomat- 
ic approach. 

Aside from specific question of oil, Dept discussed polit situation 
at some length with Brit.* Dept expressed its opinion Ala doing 
competent job and he and Shah shid have full support both US and 
UK. 


Irans have not as stated in reftel been informed of substance con- 
versations. Dept told Entezam Apr 19 discussions were, as he had 
been informed earlier, purely informa! exchange of views and in- 
cluded such matters as effect Iran nationalization on world econo- 
my, technical petroleum aspects situation and, under no circum- 
stances, cld be interpreted as meeting for adoption common policy 
or attempt intervene in matter which cld only be settled elsewhere 
by parties directly concerned. Dept informed Entezam it has con- 
veyed to Brit Ala’s appeal against use of force and assured him we 
are confident nothing of this nature wid be attempted.* 

Essential that all of above be treated with great caution. Dept 
wid appreciate distribution being limited only to those officers of 
Emb whose duties require their being informed. 

Ur tel comments requested soonest. Full report fols by mail. 

ACHESON 





*In a subsequent telegram, Grady was informed that the Department of State was 
disappointed that the talks with the British had been confined almost exclusively to 
the AIOC problem and that they had failed to put forward any positive ideas on 
other political and economic aspects of the Iranian crisis. The British had seemed 
only moderately interested in U.S. plans to render increased assistance to Iran and 
had disclosed no similar plan. (Telegram 1930, Apr. 23; 888.2553/4-2351) 

*No further record of a conversation with Ambassador Entezam has been found in 
Department of State files; however, a memorandum from Rountree to McGhee, 
dated Apr. 19, refers to an expected meeting with the Ambassador at 4 p. m. that 
day and suggested that McGhee should assure him as follows: 

(1) The talks were purely informal exchanges of views; (2) that no joint policy 
was even discussed; and (3) that both the United States and British Governments 
fully realize that the solution to the oil question can only be found by the Iranian 
Government and the oil company.” (888.2553/4-1951) 

According to Ambassador Entezam who talked to newsmen late in the day on 
Apr. 19, he had met with McGhee that afternoon and been assured that no negotia- 
tions were going on between the United States and the United Kingdom 
the AIOC dispute with Iran. (Department of State Wireless Bulletin, Apr. 20, 1951, 
p. 7) 
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No. 15 
Editorial Note 


On April 26 the Special Oil Commission unanimously adopted a 
nine-point resolution implementing the oil nationalization law and 
calling for the eviction of the AIOC and the establishment of a 
joint Senate-Majlis committee to run the oil industry. The “9-Point 
Law” was passed unanimously by the Majlis and the Senate on 
April 28 and 30, respectively, and promulgated by the Shah on May 
1. On the day that the law was promulgated Foreign Secretary 
Morrison expressed in the House of Commons the willingness of 
the United Kingdom to settle the dispute by negotiation but stated 
that the British could not accept unilateral cancellation of a con- 
tract by the Iranian Government. On the following day, in a mes- 
sage to Ambassador Shepherd for delivery to Mosadeq, the newly- 
dispute. This proposal was rejected by Iran on May 8. 

For the texts of the “9-Point Law,” an extract from the state 
ment by Morrison in the House of Commons, the message to Shep- 
herd, and the Iranian rejection, see Documents (R.L.1A.) for 1951, 
pages 480-485; with the exception of the extract from Morrison's 
statement, texts of these documents are also in British Cmd. 8425, 
pages 29-33. 


No. 16 
Editorial Note 


The first progress report on NSC 107 (Document 7) was consid- 
ered by the National Security Council (NSC Action No. 473; S/P- 
NSC files, lot 62 D 1) at its 91st meeting on May 16 during which 
Secretary Acheson made an oral report on the recent developments 
connected with the oil nationalization issue. In general the Coun- 
cil concurred with Acheson's views, but the point was made that 
the United States “should indeed give vigorous support to 
the British in reaching an equitable settlement... .” President 
Truman, who presided at the meeting, then authorized Secretary 
Acheson to proceed, in connection with the oil nationalization issue 
in Iran, along the lines he had proposed and which had been dis- 
cussed by the Council. A summary of the discussion at the Council 
meeting is attached to a memorandum from Lay to Acheson, dated 
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May 17, in file 788.00/5-1751. The progress report is in S/P-NSC 
files, lot 62 D 1, NSC 107 Series. 





No. 17 
#1 13/5-251 Tesegram 


The Ambassador in Iran (Grady) to the Department of State’ 


SECRET Tenran, May 2, 1951—1 p. m. 

2650. Mosadeq, whom I saw this morning, most cordial and eager 
for Amer goodwill and assistance.* He expressed appreciation of 
our non-interference in oil question. He expressed confidence in 
our disinterestedness and fine intentions re Iran, but with warmth 
criticized Brit interference in Iranian affairs which he is dedicated 
to put stop to. 

I stated our position with regard to nationalization and stressed 
that it is absolutely necessary that there be no confiscation or par- 
tial confiscation of the oil company’s property. In this connection, I 
emphasized that negotiation with the Brit was necessary. He said 
there was nothing to negotiate as the Majlis had acted. This, I said, 
was unilateral action and if there was no negotiation, very bad im- 


On our program of mil and econ aid, he put all stress on econ. 
He rather depreciated what we have done up to now and said if he 
had had his way our Point IV wid have been rejected as quite inad- 
equate. i stated emphatically that Iran was under no obligation to 
accept any aid either mil or econ. I called his attention to fact 


wished shortly to have full discussion with me re the loan and 
ended by saying if the Iranians up to now had had their just dues 





‘Repeated to London 

*On Apr. 27 Prime Minister Ala suddenly resigned and the Department of State 
cabled Grady asking whether the British had been responsible (Telegram 1976 to 
Tehran, Apr. 28, 788.13/4-2851) Ambassador Grady replied that there was no evi- 
dence to suggest British responsibility and that in an interview on Apr. 30 Ala indi- 
cated that he had resigned because Mosadeq and the Special Oi! Commission were 
consistently ignoring his government and going directly to the Majlis. (Telegrams 
2603 and 2633 from Tehran 29 and May |; 788.13/4-2951 and 888.2553/5-151) 
Two days after Ala's resignation, the Shah approved Dr. Mohammad Mosadeq as 


Prime Minister 
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from oil, they wid need no foreign loans or foreign assistance of 
any kind. 

Grapy 





No. 18 
Tw Ge > TM Tehegram 


The Ambassador in Iran (Grady) to the Department of State’ 


SECRET TEHRAN, May 7, 1951—noon. 


2692. Had luncheon Sat with Shah. He feels better but is still 
concerned about his health. He feels quite unhappy about oil legis- 
lation, and selection Mosadeg, but on basis past procedure, he had 
no alternative but to accept both. He indicated he did not expect 
Mosadeg to last long. He is pessimistic with regard to a satisfactory 
solution of oil question. I never find him confused as we have re- 
ported several times Shepherd does. He is very clear and sound in 
his thinking. He said little to me about the Brit, but Ala tells me 
he has lost faith in them and fears what they may do. I have told 
the Shah and other Iranian leaders that the Brit approach is con- 
ciliatory and that if they are met in the same spirit an agreement 
on oil matter can be reached satisfactory to all concerned. A 
number of Iranians have expressed to me gratification Morrison's 
last speech in Commons. 

I had mtg Sat evening with group of Senators, including Ala 
(Embtel 2488, Apr 197). They assured me Mosadeq wid not move 
precipitously on oi] matter. They agreed with me that the comm 
soon to be appointed shid take time to get all the facts and all the 
technical assistance needed. They felt, especially Tagizadeh, that 
Mosadeq’s selection might prove a blessing in disguise for he is the 
only one who can present a program to the Majlis that has any 
chance of acceptance. 

The group felt that everyone, including the Brit, shid try hard to 
work with Mosadeq and direct him along sound lines. Of course, | 
agreed. We all agreed that Mosadeq himself has not the capacity to 
come to real grips with this problem or probably any other. He is 
also unreliable as he completely misquoted to Shah my conversa- 
tion with him but he does seek the best interests of his country as 
he sees them. All agreed that the oil question is a symbol for the 





‘Repeated to London 


*In telegram 244% Grady reported that he had been meeting for some with a 


time 
group consisting of Senators Taqiuzadeh, Shafag, Sadig, and Madsoudi and Prime 
Minister Ala to discuss Iramian problems (884 2553/4-)951) 





nounced before I can get Mosadegq to act on the loan. I cannot from 
the standpoint of Amer prestige press him though | will see him 
shortly on the matter. 

My group discussed what shid happen if and when Mosadeq’'s 
govt fell. All were emphatic that to put in “a strong man” and 
have govt by decree wid be a fatal mistake. It wid, in their opinion, 
cause revolt against the Shah and throw the country into chaos. 

GRADY 
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No. 19 


ie 7558 5 Th) Telegram 


The Ambassador in Iran (Grady) to the Department of State 


SECRET Tenran, May 7, 1951—3 p. m. 
2694. Fol is Emb's appraisal strategy and prospects of Mosadeq 
Cabinet in light developments reported Embtels 2661, May 3 and 
2689, May 7:* 

(1) Mosadeq will concentrate attention his govt on solution oil 
issue to exclusion almost every other consideration. Electoral 
reform, while apparently also being pushed, will be dropped if seri- 
prove entire budget current fiscal year instead of usual series of 
monthly authorizations may be brought forward, but wil] not be 


(2) Selection members Joint Oil Comm will probably be made 
promptly. Although National Front member has privately denied 
efforts being made to influence selection, it appears highly proba- 
ble Mosadeq will largely control choice. Intrigue of pro-Brit ele- 
ments is, of course, possibility, but given present temper of Parl 
and public, successful packing of Comm or blocking of appoint- 
ments not believed probable. 

(3) Once Comm formed, Mosadeq will move cautiously. He has al- 
ready intimated to Brit desire to take over control with minimum 
of dislocation and to avoid breakdown of production. Emb inclined 
to believe nominal takingover by Joint Comm (necessary for do- 
mestic publicity purposes) while substantive settlement is dis- 
cussed, might be acceptable to him. He will, however, press discus- 
sions to reach definitive settlement within three months, if possi- 
ble. Emb has as yet no info concerning his reaction to Shepherd 
proposals to Ala, nor (except for vague ideas re evaluation company 
claims reported Embtel 2100 Mar 17 and 2113 Mar 19*) concerning 
Mosadeq's ideas on fair settlement. Emb shares Brit's impression 
concerning his lack of concrete factual info on oil operations and 
doubts any concrete plan or change-over of management and settle- 
ment with AIOC has yet been formulated. 

(4) Aside from foregoing, Mosadeq's present strategy believed de- 
signed to avoid friction with Majlis. His cabinet, composed largely 





‘Repeated to London 


"Telegram 2661 transmitted the text of Mosadeq’s statement to the Majlis at the 
time he presented his Cabinet. (784 00/5-351) Telegram 2689 reported that the 
Majlis had given Mosa‘eq a vote of confidence with 99 in favor and 3 abstaining 
(788. 00/5-T751) 

‘Neither printed 





leadership nationalization drive and his present popular following, 
he appears in especially favorable position to secure acceptance of 
reasonable settlement if he can be persuaded to make one. Factors 
which might produce earlier upset include: 


(1) Mosadeq's own health, which is precarious. 


impatience, Tudeh-stimulated, present 
expectation early oll snttloment’ be diasgpointed (obviously the 
become 


unless instructed to contrary, | intend to fol this policy. On the 

positive side, continued demonstration of our goodwill may afford 

us the opportunity to influence favorable settlement of oil issue. 
GRapy 





*Not printed 
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No. 20 
TRA 13/5-1051 Telegram 


The Secretary of State to the Embassy in Iran' 


TOP SECRET WASHINGTON, May 10, 1951—noon. 

2067. Eyes only Amb. Dept perceives most serious danger in pos- 
sibility that Mosadeq, in carrying out his “neutral” policy and in 
line his gen attitude re presence fon missions in Iran, may take 
action which wid seriously threaten Iran security and render at- 
tainment objectives US program in Iran difficult or impossible. 
Most recent developments this connection are: (a) Tudeh demands 
upon Mosadeq including expulsion US mil! mission and termination 
mil aid, (b) unconfirmed report contained Embtel 2714? regarding 
possible drastic cut Army budget, and (c) press reports he may ie- 
galize Tudeh party. 

Shid these contingencies materialize, situation wid be created 
under which Iran forces wid be rendered incapable of maintaining 
order fol precipitation wide-spread internal disersers (which un- 
doubtedly wid be fomented by Tudeh), and stage might be set for 
successful coup d @tat. Moreover, expulsion US mil missions and re- 
jection mil aid wid have serious repercussions here and might 
make it virtually impossible for US to extend further aid to Iran 
since public and probably Congress wid interpret such move, par- 
ticularly expulsion US missions, as not only anti-Amer but definite- 
ly pro-Sov. 

Foregoing is, from point of view of US nat! interest, most impor- 
tant element in complex problem of relationship with Mosadeq 
Dept hopeful that, notwithstanding Mosadeq’s record re AIOC, re- 
sponsibility imposed upon him as PriMin will render it possible to 
work out some arrangement to prevent interruption in flow of oil 
to West. If, however, in pursuing policy of ultra-nationalism Iran 
security itself is thrown into considerable doubt, Dept perceives 
possibility that extraordinary political measures might be required 
in effort prevent loss of Iran to the free world 

Dept believes Shah must be fully aware grave dangers inherent 
this aspect of situation, but recognizes uncertainty and confusion 
might lecd him to fail to take effective measures to forestall in 


‘Drafted by Rountree and cleared by the Office of the Deputy Under Secretary 
(G), International Security Affairs (S/ISA), and the Department of Defense The 
source text bears the following typewritten notation “Note no Distribution, except 
to S/S and NEA.” 

*In telegram 2714 Grady reported that a ‘generally reliable source’ had told him 
that Mosadeq had announced in a recent Nationa! Front conference his intention of 
reducing the army budget by two-thirds. (8&* 10/5-*)! 
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time precipitous and unwise action by Mosadeq on security mat- 
ters. It is possible, however, that such proposed action by Mosadeq 
might be seized upon by Shah as opportunity for dismissing him on 
grounds other than oi! .ationalization and instal] a PriMin in 
whom he has greater confidence 

In view extreme importance this matter, wid appear desirable 
that you discuss it frankly with Shah, pointing out ur approach is 
motivated by sincere interest US Govt in welfare Iran people and 
continued Iran independence under Shah's leadership which we 
fear might be seriously jeopardized if rash antiforeign action is 
taken solely to exploit present emotional nationalism. Whether or 
not approach shid be made at this time and precise nature of ap- 
proach, of course, wid depend in large measure upon ur estimate of 
likelihood that any or all contingencies feared might in fact materi- 
alize. 

Dept wid appreciate ur urgent comments.* 

ACHESON 





*On May 12 Ambassador Grady replied as follows to this telegram 

“Dept needlessly disturbed. Shid developments indicate the Dept's fears are well 
founded, I will report in full. As Mr. Hull used to say ‘we are giving earnest atten- 
tion to all phases of the situation.” © (Telegram 2765 from Tehran; 788.13/5-1251) 


No. 21 
Telegrarr 


The Secretary of State to the Embassy in Iran' 


TOP SECRET PRIORITY WASHINGTON, May 11, 1951—4 p. m. 


2088. Brit Amb called upon Secy, Matthews, and McGhee this 
morning® and advised of proposed new Brit note to Iran Govt in 
response to Iranian note turning down the Brit note of May 2 in- 
voking arbitration provisions AIOC concession agreement.* Amb 
also advised Dept of instructions to him and Shepherd in connec- 
tion with note which together with note are summarized for you in 
separate tel.* 





‘According to typewritten notations on the source text, this telegram was drafted 
by McGhee and cleared by Matthews; however the only initials on the source text 
are Rountree's. The telegram was repeated to London 

*No further record of Secretary Acheson's conversation with Franks has been 
found in Department of State files 

*For texts of the British note of May 2 and the Iranian note of May %, see British 
Omd. 8425, pp. 31-33, or Documents (R.1.1A.) for 1951, pp. 482-485 

*Telegram 20#7 to Tehran, May 12. (888.2553 AIOC/5-1251) The instructions to 
Ambassador Franks asked him to urge the Department of State to instruct Ambas- 


Continued 








52 FOREIGN RELATIONS, 1952-1954, VOLUME x 


Amb was advised that: a) US reps had taken and would continue 
take strong position with Iranian Govt against unilateral violation 
of concession contract; however, US had not been and was not able 
take similar position with respect nationalization as such; b) With 
respect to implied threat in proposed Brit note of serious conse- 
quences in event Iranian refusal to negotiate, which instruction to 
Amb interprets as involving possible eventual use of force, US 
would recognize right of Brit to evacuate Brit citizens whose lives 
were in danger. Open Soviet intervention in Iran or seizure of 
power in Tehran by Communist Govt, would, of course, also create 
situation where use of force must be considered. US would, howev- 
er, have grave misgivings with respect to use of force in absence 
above conditions or, in case of danger to Brit citizens, to extension 
of use of force beyond evacuation. Dept noted that Brit Govt has 
made no firm decision in this matter and would expect Brit Govt, 
as they offer, to discuss matter with US Govt before any such deci- 
sion is made. 

In addition, fol suggestions were put forward to Brit Amb for 
consideration as possible modifications or supplements to proposed 
Brit course of action without, however, committing US Govt to 
such suggestions: 1) That Brit position might best be conveyed to 
Prim Min orally and without publicity rather than through formal 
note; 2) That Brit should consider advising Prim Min at same time 
that they are prepared to negotiate on basis of acceptance of princi- 
ple of nationalization. US believes that under any other circum- 
stances Prim Min would probably reject summarily Brit proposal 
to negotiate and that there would in any event be little chance of 
success even if discussion were held. As US told Brit Govt during 
recent conversations, US is unable support any substantive propos- 
al by Brit which does not reflect principle of nationalization since 
we do not believe it would have a chance of success. On other hand, 





sador Grady to give the British all possible support in their dispute with Mosadeq 
The instructions to Ambassador Shepherd told him to deliver the message to Mosa- 
deq and tell the Prime Minister that the Iranian note of May ® had created a de 
plorable impression in London. At the time he delivered the message to Mosadeg, 
Shepherd was to inquire whether Iran would be willing to enter negotiations with a 
mission led by a member of the British Government. The message to Mosadeg re- 
viewed the British view of the controversy, expressed the hope that it could be 
solved by negotiations, reaffirmed the willingness of the British Government to send 
a mission to Tehran, and concluded that a refusal to negotiate or an attempt to pro- 
ceed with unilateral action would gravely harm Anglolranian relations and have 
most serious consequences. For the full text of the message to Mosadeq, delivered by 
Shepherd on May 19 as an aide-mémoire, a text which is substantially the same as 
that summarized in telegram 2087, see British Cmd. 8425, pp. 34-36, or Documents 
(R.LLA.) for 1951, pp. 425-488. Copies of the three documents summarized in this 


paragraph, apparently those left at the Department of State by Ambassador Franks, 
are in file 888.2553 AIOC/5-1251 
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if Brit are willing accept principle of nationalization, US would, in 
addition to support against unilateral breaking of contract indicat- 
ed above, be willing consider supporting general substantive posi- 
tion put forward by Brit, without giving support to particular de 
tails. Amb replied that, although there was no decision by his Govt 
to admit to principle of nationalization, the climate of thinking in 
London was along such lines. Brit tactics have been to initiate ne- 
gotiations before making any substantive offer. Amb did, however, 
appear to be impressed with argument presented by Dept and 
promised to take matter up with his govt; 3) Dept indicated its will- 
ingness, under suitable conditions, to consider advising Iranian 
Govt that Amer companies would not be willing enter into agree- 
ment for operation of Anglo-lranian properties, should Iran so 
desire, under any conditions in face of unilateral action by Iranian 
Govt. It was explained to Amb that this step could have grave po 
litical consequences in our relations with Iran and that our deci- 
sion in this regard would be influenced by your judgment and by 
result from meeting which Dept is having with oil company reprs 
May 14.* This is, however, position which Dept has thus far con- 
sistently taken with Amer oil companies and, in view of great in- 
fluence which such statement if properly made could have on Ira- 
nian Govt, entering into negotiations with Brit, US Govt would be 
glad consider so advising Iran Govt in some appropriate way. Dept 
also suggested that such action might more appropriately be taken 
in advance of Brit approach in order prepare Prim Min and to min- 
imize linkage of the two actions. Amer presentation would seek to 
avoid implication that it flowed from any desire to keep Iran from 
nationalization of oil properties but from US Govt and company re- 
actions to unilateral action by Iran in breaking concession agree- 
ment and refusing to discuss it or arbitrate. 

Request you consult with Shepherd and advise Dept ur reactions 
with respect to: |) Proposed Brit line of action, and 2) Suggestions 
made by Dept. You might suggest to Shepherd that he show you 
complete texts of Brit communications referred to above. 

Dept is influenced in this connection by growing feeling in UK 
typified by recent Economist article that US not supporting Brit to 
extent possible and that part of difficulty caused by competition 
Amer companies. Amer companies have expressed fear that soft 
Amer position with respect to unilateral cancellation of concession 
might weaken their own positions in Middle East and elsewhere. 
Dept proposes if US action referred to in 3 above is taken, to advise 
officials of other Middle East oil producing countries in order make 
clear US position re unilateral violations of contracts. Dept will 





*For a record of this meeting, see Foreign Relations, 1951, vol. v, p. 309 
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continue to restrain Brit from so-called “strong” methods, although 
it must be recognized as pointed out by Amb that Brit public opin- 
ion combined with delicate Parliamentary situation may result in 
Brit taking rash course of action. 

In ur suggestions with respect to above, Dept would appreciate it 
if you would consider timing, ie., whether there is chance of suc- 
cess of UK proposal while Mosadegq is still Prim Min; whether UK 
should wait until his position deteriorates; or whether they should 
wait for possible successor. Dept believes we should keep in mind 
that importance AIOC concession, particularly Abadan refinery, 
both from standpoint of financial and physical value to UK and in- 
directly to US, and prestige value to Brit, is worth considerable cal- 
culated risk on our part even to extent of jeopardizing our own po- 
sition in Iran, in assisting Brit and Iranians in coming to satisfac- 
tory terms. On other hand, it is not worth risk of complete break 
between Iran and West or setting into motion chain of events 
which could lead to communist seizure of Iran Govt or Russian 
intervention. ® 

ACHESON 





*On May 13 Ambassador Grady replied that it was difficult to ascertain whether 
Mosadeq had any program beyond the oil legislation. The Ambassador believed the 
nationalization law was loose enough to allow a good agreement provided the Brit- 
ish were willing to pay liberal lip service to nationalization. Grady cautioned that 
when the Iranians referred to nationalization they meant “confiscation to a greater 
or lesser degree’ He also advised that almost every Iranian demanded “release 
from British domination which means especially AIOC,” but was not sure how this 
demand could be met at that time. (Telegram 2787 from Tehran; 888.2553/5-1351) 


MRE Pood > ho! Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


TOP SECRET PRIORITY Lonpon, May 16, 1951—7 p. m. 

5966. Embassy becoming increasingly concerned re growing spec- 
ulation here in press that UK preparing use force in Iran. An- 
nouncement that one sixth Paratroop Brigade alerted (Embtel 
5940, May 15") and failure of govt to deny press deductions that 
brigade may be used Iran has further stimulated belligerent atmos- 
phere. 





‘Repeated to Tehran 
*Not printed 
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In this atmosphere, Emb fears that when new Brit aide-mémoire 
is presented Mossadeg and its contents become public, ref to “most 
serious consequences” will inevitably be interpreted here and 
abroad as intention to use force. Yet, from everything Brit tell us, 
no decision re use force has yet been taken. Moreover, FonOff yes- 
terday reiterated that no such decision will be taken without fur- 
ther consultations with US. 

Against this background we fear that Brit, having made implied 
threat use force, may eventually be faced with alternatives of 
either, against their better judgment, making good on this threat 
and risking unpredictable consequences or backing down and suf- 
fering resultant loss prestige and perhaps fatal weakening of their 

It is our estimate that ultimate UK decision whether or not to 
use force will be in last analysis determined by extent to which US 
prepared support. In this connection, we have been disturbed by 
convs with Eastern Dept officials yesterday re talks in Wash over 
weekend. They seem to have impression that differences between 
us re use of force are not very large and can probably be overcome. 
They summarize differences by saying that whereas Dept willing 
consider possible desirability using force in event Tudeh coup, 
FonOff feels we shid realistically understand situation deteriorat- 
ing in Iran and a door may be opened to Tudeh. We shid therefore 
consider possibility anticipatory use for force to forestall loss of oil 
fields to Tudeh if we are unable otherwise contain situation. We 
pointed out we felt this difference was very wide indeed and that it 
shid not be minimized by FonOff. We stressed Dept’s grave misgiv- 
ings re use of force beyond that required evacuate UK nationals 
unless open Sov intervention or Tudeh coup (Deptel 5208, May 12 
[11}*). We pointed out some of dangers inherent in anticipatory 
action, including probable adverse reaction on part many members 
UN, possibility of action serving as excuse for Russian intervention 
from north under 1921 treaty and possible revulsion which wid 
occur in other ME states. Eastern Dept officials said all these fac- 
tors had been considered. While recognizing probability initial ad- 
verse UN reaction, they nevertheless felt that, over longer period, 
most members wid welcome forthright Brit action. Re Sovs, they 
seemed feel that if they desired intervene Iran, they wid do so re- 
gardiess Brit action. Finally, they thought use of force wid have 
beneficial effect and restore UK prestige other ME countries. 

While foregoing views may not represent considered view FonOff 
or UK Govt, we are disturbed find them so prevalent in Eastern 
Dept. 





*Printed as telegram 208%, supra 
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There is another facet to this problem which Tehran should 
more properly comment on than this Emb, ie., whether UK is not 
making psychological mistake in asserting that it is unwilling to 
negotiate with Mossadeq under duress, while saying in effect at 
same time that Mossadeq must negotiate with them under threat 
of duress. We feel that at present stage (especially when new factor 
has been introduced in sit by apparent UK willingness to negotiate 
settlement involving some form of nationalization) UK might 
better remove from note reference to “most serious consequences” 
and play down possible use of force by such means as denying that 
paratroop brigade being alerted for use in Iran. We suggest Dept 
may wish give urgent consideration to discussing above with Brit 
Emb. 


Emb wid not want foregoing be interpreted as indicating that it 
does not believe that use of force may not be required at some later 
stage. Main point we wish to make, however, is that UK should not 
make or appear to make any threat of force until decision is made 
to carry it out in event of necessity. 

Obviously, happiest way out of whole dilemma wid be success in 
persuading Mossadeq to negotiate and to be reasonable. For this 
reason, Emb considers it of utmost importance that we support UK 
to greatest possible degree in forthcoming UK approach.‘ 

GIrrorD 





*On May 16 Gifford was informed that McGhee told Steel that the United States 
saw grave dangers in the introduction of Sritish troops in Iran in connection with 
the oil dispute and therefore cou)d not support any plan contemplating such use, or 
the threat of such use, of force. This position was approved by Matthews and Secre- 
tary Acheson and reaffirmed by the latter in a conversation with Ambassador 
Franks on May 17. (Telegram 5259 to London and memorandum by McGhee, both 
dated May 17; 888.2553/5-1651 and 5-175) 


No. 23 
Editorial Note 


On May 18 the Department of State released to the press a state- 
ment on the United States position concerning the Iranian oil situ- 
ation. After noting that the United States was firm friends with 
both Iran and the United Kingdom, the press release stated that 
the United States had expressed to the British the need for greater 
Iranian control over its petroleum resources and that the United 
States had pointed out to Iran the serious effects of any unilateral 
cancellation of a contract. The statement further asserted that the 
United States oil companies would not be willing to undertake op- 
erations in Iran in the face of such unilateral action and ended 





IRAN, 1951 57 


with the hope that through negotiation the interests of both Iran 
and the United Kingdom could be realized. 

This resulted in an Iranian aide-mémoire, dated May 21, protest- 
ing that the United States request for negotiations was interfer- 
ence in Iranian internal affairs. On May 23, at his press confer- 
ence, Secretary Acheson expressed surprise at the Iranian reaction 
to the press release and on May 26 in an aide-mémoire the United 
States expressed its regret that the statement had been construed 
as interference in Iranian internal affairs, reiterated its concern 
over the solution of the oil controversy, and repeated that a prob- 
lem of this kind could be settled satisfactorily only by negotiations 
between the parties concerned. 

For text of the press release, see Department of State Bulletin, 
May 28, 1951, page 851; American Foreign Policy, 1950-1955: Basic 
Documents, volume II (Washington, 1957), pages 2261-2262; or Doc- 
uments (R.1L.1A.) for 1951, pages 489-490. For text of the Iranian 
aide-méemoire, see ibid., pages 490-491. For text of Secretary Ach- 
eson’s remarks at his press conference on May 23 and text of the 
United States aide-mémoire, see Department of State Bulletin, 
June 4, 1951, pages 891-892; the text of the United States aide-mé- 
moire is also printed in American Foreign Policy, 1950-1955, Basic 
Documents, volume II, page 2263, and Documents (R.1.1.A.) for 1951, 
pages 491-492. 


No. 24 


Memorandum of Conversation, by the Second Secretary of the 
Embassy in Iran (Stutesman)' 


SECRET TEHRAN, May 31, 1951. 
Participants: Prime Minister Mohammad Mosadeq 

British Ambassador Sir Francis Shepherd 

United States Ambassador Henry F. Grady 

John H. Stutesman, Second Secretary, U.S. Embassy 





‘Transmitted as an enclosure to despatch 1022 from Tehran, May 31. (888.2553/5- 
3151) In the despatch Richards, writing for Ambassador Grady, characterized the 
conversation as follows 

“The results were most disappointing since the Prime Minister proved completely 
adamant in his attitude that the British must accept completely a strict interpreta- 
tion of the existing nationalization law and that any discussions could only be pur- 
sued within the framework of that law. The British Ambassador, on his side, ap 
peared more concerned with the legal aspects of the British case than a flexible 
intent to achieve some agreeable interpretation of the nationalization law.” 

A telegraphic summary of this conversation was transmitted in telegram 3042 
from Tehran, May 30. (888.2553 AIOC/5-3051) 
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At 1:15 p. m., May 29, 1951, the above listed persons came togeth- 
er at the residence of the US. Ambassador. The conversation 
turned immediately to the question of the nationalization of the oil 
industry. The Prime Minister said that he looked to the American 
Ambassador to act as intermediary in bringing together the Irani- 
ans and the British on the oil question. The Prime Minister contin- 
ued to say that there were three points upon which discussions 
could be held: 


1. Establishment of an organization to assure continued produc- 
tion and sales of oil. 


. Grady proposed to the British Ambassador that it might be 
appropriate to indicate to the Prime Minister that the AIOC was 
considering sending some top men, possibly Directors, to carry on 
sition that such a statement would be premature at this time since 
Mr. Seddon was representing the Company on May 30th in an 
interview with the Minister of Finance. He felt that it was more 
appropriate to await a report from Mr. Seddon on the results of 
this interview, at which time the Company would take its own deci- 
sions for future moves. 

Sir Francis indicated, however, that it might be possible for a 
British Government Mission to come to Tehran to open discussions 
on the basis of two rather broad formulas: (1) to discuss Anglo-lra- 
nian relations with regard to production and distribution of oil; (2) 
to discuss practical arrangements for the future of the oil industry 
in Iran. 

The conversation was halted at this point by the announcement 
of lunch, and conversation turned to mild banalities during the 
meal. After coffee, the conversation was reopened at the point 
where the British Ambassador was proposing that a British Gov- 
ernment Mission open discussions on the basis of the first formula 
described above. 

The Prime Minister completely rejected this opportunity to com- 
mence discussions with the British Government, repeating over 
and over again emotional and generally irrelevant references to 
the misery and poverty of his country, and indicating clearly that 
he would invite a British Government Mission only on his own 
terms and within a strict literal interpretation of the existing na- 
tionalization law. 





The Prime Minister took his leave, saying that he continued to 
look to the United States Ambassador as a mediator in the dispute, 
to which Dr. Grady replied that he would always be pleased to 
assist in bringing the British and Iranians to some agreement. 


No. 25 


President Truman to Prime Minister Attilee' 


SECRET Wasninocton, May 31, 1951. 


I express to you the serious concern of the Government of the 
United States, which I am sure you share, at the present situation 





‘On May % Assistant Secretary McGhee transmitted to Secretary Acheson, under 
a covering memorandum, a draft message from President Truman to Prime Minis 
ter Attlee and a memorandum for the President reviewing the lraman situation 
McGhee explained that a personal message to Attlee along the lines of the drafi 
would “be of great value in persuading the British to pursue a course of action 
which we feel has a good chance for success. In the covering memorandum, drafted 
by Rountree, McGhee noted that the draft message was cleared by Matthews, 8/P, 
and BNA and advanced arguments similar to these in the memorandum for the 
President concerning the efficacy of sending the message to Attlee According to 
Battle's handwritten notation on another copy of the covering memorandum, the 

Continued 
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in Iran. I realize the great importance to Great Britain of a satis 
factory solution to the controversy with the Iranian Government 
concerning operations of the Anglo-lranian Oi] Company. 

I am also acutely aware that it is essential to maintain the inde 
pendence of Iran and the flow of Iranian oil into the economy of 
the free world. 

Recent information which has reached me has led me to believe 
that the Iranian Government is willing and even anxious to work 
out an arrangement with His Majesty's Government which would 
sires of the Iranian people for nationalization of their petroleum 
resources. 

The United States Government has expressed to His Majesty's 
Government in recent days its firm conviction that an opportunity 
is now presented by the Iranian Government for negotiations 
which should be entered into at once. We earnestly hope that His 
Majesty's Government can despatch to Tehran without delay quali- 
fied negotiators possessed of full powers to reach a settlement with 
the Government of Iran, and who are prepared to put forward in 


son in his remarks on May 29 before the House of Commons.? I un- 
derstand that, while the Iranian Government's invitation for repre 
sentatives to negotiate’ was addressed to the Anglolranian Oil 
Company, the Iranian Government has indicated that it would 
have no objections if such company negotiators were also officials 
of His Majesty's Government. 

I know that you are fully aware of the serious implications of 
this explosive situation. | am sure you can understand my deep 





“memo and enclosure telegraphed to Pres on Wed evening Reply (with changes in 
the message) sent to us following morning [May 31)" The revised message to Attlee, 
printed here, which is the same as the May 90 draft except for minor changes, was 
transmitted to London in telegram 5565 (signed by Acheson and repeated to Tehran) 
at 10 « m. May 31, and delivered to 10 Downing Street on the evening of May 31 
(Telegram 6296 from London, May 31; 888.2553 AIOC/5-1351) Copies of the covering 
memorandum with the attached draft telegram and memorandum for the President 
and with Battle's handwritten notation are in files #88 2553 AIOC/5-3051 and 


788 00/5-3051. reapectively 
*Por text of Morrison's statement, see Parliamentary Debates, House of Commons, 
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concern that no action should be taken in connection with this dis- 
pute which would result in disagreement between Iran and the free 
world. | am confident that a solution acceptable both to Great Brit- 
ain and Iran can be found. I sincerely hope that every effort will be 
made to accomplish this objective. 


No. 26 
~~ 78 ARE © 1 


President Truman to Prime Minister Mosadeq' 


SECRET Wasnincton, June 1, 1951 


I express to you the serious concern of the Govt of the US at the 
controversy between Iran and Grt Brit concerning operations of the 
Anglo-lranian Oil Co. The US is a close friend of both countries. It 
is anxious that a solution be found which will satisfy the desires of 
the Iranian people for nationalization of their petroleum resources, 
and at the same time will safeguard basic British interests and 
assure the continued flow of Iranian oi! into the economy of the 
free world. 

I am convinced that both the Iranian and British Governments 
are willing and anxious to work out arrangements which will 
achieve these objectives. It is clear that they can be achieved only 
if the Iranian Government is willing to discuss with representa- 
tives of Great Britain all of the outstanding issues, without confin- 
ing their talks merely to technical details. | earnestly hope that the 
Iranian Government will, in its efforts to carry out its nationaliza- 
tion program, do so by friendly negotiation 





‘On June | Ambassador Grady reported that due to a mistake at the Embassy in 
Tehran, the message to Attlee (supra) had been delivered to Prime Mirister Mose 
deq at 11:30 that morning (Telegram 3084 from Tehran, #8* 2553/6-151) As soon ae 
this became known the Department of State and the Embassy in Londen expressed 
te the British their sincere regrets at the error, and the Department of State under 
took the drafting of a substitute message from Presedent Truman to Prime Minister 
Mosadeq 

The text of the substitute, printed here, was tranemitted to Tehran at 7 p m. on 
June | im telegram 2267 with the imetruction that Ambassador Grady ask Mosadeq 
to substitute it for the message te Attlee and retain the latter for his private infor 
mation only A copy of the swbetitute message was also sent te London for delivery 
to the British Ambassador Grady decided that tt would be unwise to attempt to 
withdraw the Attlee message since Mosedeq had already released it to the press, 
and on June 3 he delivered the substitute Mosadeq expressed his appreciation for 
the umpartiality of the United States in sending both sides essentially the same plea 
to open negotiations and released the text of the second message te the press. (Tele 
grame 3100 and 3109 from Tehran, both dated June 4, 888.2553 AIOC/6-451) Pur. 
ther documentation on the delivery of the messages, the regrets expressed to the 
British, the drafting of the substitute note, and ite delivery to Mosadeq is in files 
S88 2553/6-151 through 6-451 and ®*8 2553 AIOC/6-151 through 6-451 
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No. 27 
oe 2558 6 #) 


Prime Minister Attlee to President Truman' 


was 
United States Government shares the concern of His Majesty's 
the present situation in Persia, and recognizes the 
great importance to this country of reaching a satisfactory solution 
between the Persian Government and the Anglo-lranian Oi] Com- 


| 


pany. The information which has so far come to us does not entire 
ly bear out your belief that “the present Persian Government are 
willing and even anxious to work out an arrangement with His 
Majesty's Government which would safeguard basic British inter- 
ests and which could satisfy the desire of the Iranian people for na- 
tionalisation of their petroleum resources”. On the contrary, the 
Persian Prime Minister and jeading Persian officials, both in 
public statements and in unofficial conversations with His 

ty's Ambassador, have so far maintained the view that they are 
only prepared to discuss the implementation of the Persian nation 
alisation laws, and then solely with the company. These laws, 


ny's 1933 concession-agreement, and the taking over by the Persian 
Government of the whole oil industry of southern Persia. As you, 





‘Transmitted in telegram 637) from London, June 5 (888.2553/6-551) Attached 
te a covering memorandum from McGhee to Acheson, dated June 6, recommending 
that the message be forwarded to President Truman (888 2553/6-151) 

*Decument 25 
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Mr. President, will recognize, this could result only in grave harm 
to the Persian oil industry with the most serious repercussions on 
the whole free world. The effect on the economy of the United 
Kingdom would be most serious and might well affect our rearma- 
ment pleus. Furthermore, a breach of contract of this nature might 
well ‘eopardize other overseas contracts, not merely those held by 
Briti.n and United States companies for the development of Middle 
East oil resources, but contracts for other products elsewhere. Fi- 
nally, if Persia were to drift into economic chaos as a result of an 
interruption of her revenue from oil, only the Communists would 
benefit. His Majesty's Government cannot, therefore, admit such a 


On the other hand, the aide-mémoire given to the company's 
manager in Tehran on May 30° by the Persian Finance Minister 
does seem to suggest a possibility that the Persian authorities 
might be prepared at least to listen to what the company has to 
say. 


the future of the industry is to be assured and the economy of 


these discussions, and would at al! times be prepared to consider 
any further steps which might seem necessary to promote a just 
reasonable solution. | am sure that we can count on the 

States Government to exercise their influence to this end 
whenever it may be necessary. 





*Por text of this message, see British Cod 8425, pp. 99-41 or Documents (RIA) 
for 1951, pp. 492 
June 3 Seddon replied to the Iranian note of May 30 saying that the AY XC 
send representatives to Tehran as soon as possible to hold full and frank we 
cussions with the Iranians. Por text of Seddon's note, see British Omd 8425, p 4) 
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No. 28 
Ann 


The Ambassador in Iran (Grady) to the Department of State’ 


SECRET PRIORITY Tenran, June 14, 1951—2 p. m 

3283. Embtel 3266 June 14.7 In view recent developments | called 
on Pri Min 11 a m. this morning at his home. He looked very il! 
and said that doctors had insisted he leave Parliament bldg and 
remain home several days and that last night he had been given a 
blood transfusion. He was weaker than | have seen him before. 
altho during conversation he became spirited as ever 

| explained that I had hoped and had even been optimistic in the 
past that the iranians were sincerely desirous conduct discussions 
with oil company delegates within principle nationalization and 
that | have been under distinct impression and, in fact, was in 
formed by Senator Shafag that Iranians would refrain from action 
implementing Nationalization Law until discussion with Brit had 
opened. | referred with concern to developments Abadan and made 
a personal piea to Pri Min that he hold off such action * Pri Min 
replied that this afternoon five govt delegates Tehran wid propose 
to oil company delegates that all oil revenues be immed assigned 
over Iranian Govt and bank be designated receive 25 percent 
against future company claims after costs production deducted If 
company delegates do not accept this proposition, there would seem 
to be no basis for further discussions 

| pointed out danger this course action and impossibility having 
proper atmosphere sincere discussions with Brit if such ultima 
made. Pri Min said he had accepted Premiership on condition Par 
liament pass Nationalization Law and that since that time he had 
only one duty—implementation law He said “I never contemplated 
discussions with Brit except within framework law 

| again pointed out that I am acting as informa! mediator in dis 
pute and do not speak for Brit side and the US interest is only to 
help Iran avoid disaster which wid fol any unilatera; action to dis 
solve oil company and again begged him reconsider present course 


ery mente t* wr ’ 
‘Telegram J) reported that the ftiret meeting between the Alix representatives 
and Iraman officials wa heduled for that afternoon and that uweually welliom 


formed press sources were saying that the AIOH) Delegation would be asked of it re 


ognized the principle of nationalization and the i Pont Lew (iniyv if the delewa 


thon rephed affirmatively would the conversations proceed (§8* 255) AIO 6-14 
‘On June 11 the Iranian Provmonal Board of Dorectors werted Abadan and Khor 

ramshahr, and called upon the AMM to deposit . percent of the ol revenues in a 

bank against future claims. give the ther percent to the Hoard and reward all 


ml workers as employees of the Natronal Iranian Oh! Company 
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action, halt provocative acts govt reps Abadan and attempt enter 
discussions with Brit in friendly atmosphere seeking agreement 
within framework principle nationalization. He complained that 
statements made by Brit Amb to press contained threats‘ and did 
not add to atmosphere of amity for discussions. | am hopeful that 
my strong but friendly statements may have some favorable effect 
on manner in which Iranian delegation handles today's meeting | 
have just seen Jackson and given him report on my conversation 


with Mosadeg.* 
GRADY 


*At the end of telegram 3266, Grady indicated that Shepherd's “tough attitude 
and his critictem of Mosadeq were not helpful and that the British Ambassador “in 
dicates, if he does not actually say so, that no settlement can be made with Mosadeq 
Gov and any change wid be for the better 

‘Jackson paid a courtesy call on Grady on June 12 and saw Mosadeg briefly on 
the following day The Britssh Embassy told the US Embassy that the meeting 
with the Prime Minister was not unfriendly but that Mosadeg did most of the talk 
ing. reiterating the Iranian veew which followed closely the position taken in his 
message to Presdent Truman ‘Telegrams (247 and 4255 from Tehran. June 15 
RAR 2553 AIOC 6-145) 





No. 29 


Editorial Note 


On June 11 and 12 the British Delegation, composed of Basil 
Jackson, Vice Chairman of the AIOC Board of Directors; N.R 
Seddon, AIOC Chief Representative in Tehran, AIOC Directors Elk- 
ington and Gass; and the British Government representative on the 
AIOC Board of Directors, Gardiner, arrived in Tehran. The first 
meeting with the Iranian Delegation, composed of Minister of Fi- 
nance Varesteh, Minister of Education Sanjabi, Minister of Posts 
and Telegraphs Moshar, Majlis Deputy Shayegan, and Under Sec- 
retary of the Finance Ministry Hassibi, took place on June 14. The 
Iranian Delegation immediately informed the British that further 
negotiations were conditional upon the issuance of instructions by 
the AIOC for the deposit of 25 percent of the oil revenues as a 
guarantee against future claims and for the remittance of the re- 
maining oil revenues, less costs and the 25 percent, to the Iranian 
Government 


The British Delegation asked for time to consider this demand 
and the second meeting on June 17 was confined to technical mat- 
ters. At the third meeting 2 days later Jackson put forward a pro- 
posal that, inter alia, recognized the Iranian nationalization law, 
offered Iran a 10-million-pound advance on oil revenues, promised 
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a monthly payment of 3 million pounds, and provided for the vest- 
ment of Iranian assets of the AIOC in a new Iranian National Oil 
Company, but which did not accept either the remittance of the oil 
revenues or the 25 percent deposit. The Iranian Delegation consid- 
ered this proposal for only 30 minutes before rejecting it because it 
did not comply with the “9-Point Law.” For the full text of Jack- 
son's proposal, see British Cmd. 8425, page 42. 

Following receipt of the Iranian desiderata at the first meeting, 
the Department of State cabled London and Tehran stating that it 
considered “this position not only completely unreasonable but de- 
signed to remove all hope negots with Brit except on terms com- 
plete capitulation to Iran nationalization demands” and urging 
Ambassador Grady to see the Shah and point out the “grave dan- 
gers this attitude entails and request him to use his personal infiu- 
ence to have this position modified.” (Telegram 2393, June 14; 
888.2553 AIOC/6-1451) On June 16 Grady reported that he would 
urge the Iranians not to be adamani about the demands which 
they had made at the first meeting, but on June 18 he cabled that 
Mosadeg still was thinking in terms of the British turning every- 
thing over to Iran. (Telegrams 3302 and 3318 from Tehran; 
888.2553 AIOC/6-1651 and 888.2553/6-1851) The Department of 
State on June 19 again instructed Grady to call on the Shah and 
request him to use his influence to assure that the door to an 
agreement was not closed by the reckless action of Mosadeq’s gov- 
ernment. In this same telegram, repeated to London, Gifford was 
instructed to convey to the Foreign Office the Department of 
State's view that the British Delegation should not leave Tehran 
(Telegram 2403 to Tehran; 888.2553 AIOC/6-1951) On the following 
day Secretary Acheson at his press conference expressed the hope 
that Mosadeq would reconsider the Iranian rejection of the British 
proposal. 

The appeals of the Department of State apparently had no effect 
since the Iranian Delegation refused to reconsider the British offer, 
and the AIOC Delegation left Tehran for London on June 2! 
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No. 30 
SMe F558 6- 2251 Telegram 


The Secretary of State to the Embassy in the United Kingdom’ 


TOP SRCRET WASHINGTON, June 22, 1951—noon. 
PRIORITY NIACT 

6049. For Holmes.* Request you seek opportunity soonest discuss 
Iran situation on secret basis with Morrison. Fol is suggested out- 
line for oral review of recent developments. Its tone is designed to 
avoid unnecessary irritation to Brit at time of serious crisis to 
them. 

1) Brit offer in Dept’s opinion was excellent and cld provide good 
basis to Iran for negot satis agreement. We were deeply disappoint- 
ed that Iran rejected offer and terminated negots in manner which 
indicates no desire to solve problem on any reasonable basis. 

Decisions of Brit Cabinet on June 20 with respect to Iran, of 
which we have seen summary, appear to reflect a rational ap 
proach to the problem.’ The difficulty with which we are confront- 
ed, however, is that a rational situation does not prevail in Iran at 
the moment. 

2) While there obviously is little hope that an acceptable solution 
can be reached under present circumstances in Iran, Dept does not 
believe that this situation will prevail indefinitely and it is earnest- 
ly hoped that developments there soon will bring about an atmos- 
phere in which better opportunity for negot is afforded. 





‘Drafted by Rountree, McGhee, and Ferguson (GTI), cleared by Perkins, Mat- 
thews, and Nitze; and signed by Secretary Acheson 

*?Ambassador Gifford was in Washington for consultations until June 25 when he 
returned to London. During his absence Holmes was Charge 

*According to an undated study prepared in the Department of State, entitled Ac 
count of the Iranian Oil Controversy, the British Embassy in Washington on June 2! 
gave the Department of State a copy of a summary of the British Cabinet decisions 
which were taken after consulting with the AIOC Delegation. Among the decisions 
summarized were the evacuation of dependents from the oil fields and Abadan, the 
use of force if necessary, the provision of military cover for the evacuation of British 
personnel, and the decision to allow the onus for the suspension of oil operations to 
fall on the Iranians. No copy of the summary has been found in Department of 
State files 

The Account of the Iranian Oil Controversy consists of Uwee volumes. The first 
volume of this top secret study was prepared by Foreign Service Officer Oliver 5 
Crosby on assigi.ment to the Office of Greek, Turkish, and Iranian Affairs. It con- 
sists of a 179 page narrative history covering the years 1949-1952, a chronology, and 
three documentary appendixes. The citations in the text indicate that Crosby uti- 
lized files of the Depart:nent of State, and there are also frequent references to mili- 
tary attaché messages. Volumes I] and II] were prepared by Helen P. Gray of the 
Office of Greek, Turkish, and Iranian Affairs, and cover the periods 1952-1953 and 
1953-1954 respectively. All citations to the study in this compilation are to volume 
1. A copy of the study is in file 888.2553/7-1452 
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3) Pending such a time the dangers of the situation in Iran are 
obvious. A complete breakdown of oil operations with its econ con- 
sequences including unemployment among thousands oil workers 
cld bring about immed threat to internal security and particularly 
to installations themselves. Shid this be precipitated by withdrawal 
Brit technicians and refusal to ship oil, blame undoubtedly wid be 
placed upon UK with possibility that, even if Iran saved from col- 
lapse, chances for successful negot with Brit firm in future wid be 
gravely diminished. 

4) Although we are giving matter serious thought we are not pre- 
pared at this time to suggest long-range solution to dilemma. We 
do believe, however, that at least for time being it wid be highly 
advisable to find some way of maintaining oil production, refining 
and movement by tanker if this can be done without seriously en- 
dangering lives of Brit and other fon technicians in Iran. We are 
sure Brit will agree that keeping way open for negot wid be worth 
paying a rather high price. This shid be facilitated by leaving the 
present offer open and retaining in Iran at least one high-level ae- 
gotiator. 

5) We fully recognize great problem with which Brit Gov is con- 
fronted in Iran, and wish to do whatever we can to help them meet 
it. We, of course, do not have any clear idea of how Brit Gov thinks 
the AIOC may be extricated from its present situation. It wid be 
very helpful to us to know more of Brit thinking on how situation 
may be solved. If the Brit Gov wid like we are prepared immed to 
send a senior official to London to discuss complex issues involved 
or, if Brit wid prefer, we will outline our views in writing. In any 
event, however, because of our great mutual interest in a solution 
to this problem we hope that nothing precipitate will be done at 
this time which wid make a negotiated settlement impossible. 

6) Dept does not wish offer gratuitous advice in matter of vital 
importance to Brit nor to give impression we are pressing for ap- 
peasement completely unjustified Iran conduct. It is hoped that 
future course can, however, be set after consultation between our 
two govts in view of far-reaching implications of any action which 
is taken. 


ACHESON 
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No. 31 
SAM 2553 6 2651 Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State 


TOP SECRET NIACT Lonpon, June 26, 1951—6 p. m. 


6827. Further to Embtel 6785 June 25,' I had a long conversation 
this morning with Morrison on Iran sitn. I informed him of our 
concern about sitn and of our desire to do what we can to help UK 
meet it. I told him that we had no specific suggestions to put for- 
ward at this time, but that we were anxious to get an indication of 
how Brit are thinking. I expressed our concern at possibility Iran 
collapse in event technicians withdrawn and oil exports cease and 
attempted to draw Morrison out with respect UK's ideas re possi- 
bility productive negots in future. 

Morrison expressed appreciation for our desire to be of assist- 
ance. He said quite frankly that he had been somewhat disappoint- 
ed in US attitude in past. He knew that we had tried very hard to 
be helpful and we had been in many ways, but he was disappointed 
that we had not been able to go further in supporting UK position 
publicly in face unjustifiable Iran attitude. He mentioned personal 
msg which he had sent to Secy thru Brit Emb Wash and which was 
delivered by Steel.2 He was grateful for Secy’s indication of his 
desire to be helpful, but he understood that meanwhile Dept had 
recd msg from Grady indicating that he did not believe that there 
was anything that we cid do to retrieve sitn.* 

Morrison then went on to emphasize great patience and forbear- 
ance which UK has observed. He referred to US attitude toward 
use of force and again indicated that govt does not intend to use it 
for purposes other than evacuation personnel in event necessity. 
He spoke of frustration current sitn has engendered in govt circles 
here in trying to deal reasonably with a govt which is willing to 
bring about the destruction of its country. The fear of violence is 
all prevailing in Iran and probably Shah himself is even afraid for 
his life if he attempts to stem current course of events. Proposed 
anti-sabotage law is further evidence of Iran willingness resort to 
intimidation and he was most apprehensive re effect this law will 


'In telegram 6785 Gifford reported that Morrison was unable to see him until 
June 26. (888.2553/6-2551) 

®Not further identified 

On June 25 Grady cabled that there was nothing the United States could do to 
persuade the Iranians to change their present course. The United States had made 
every effort but it “was of no avail.” (Telegram 3436 from Tehran; 888.2553 AIOC/6- 
2251) 
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have on willingness of staff to remain.* Whole sitn in Abadan and 
oil fields is fraught with danger. In face extreme provocation by 
lrans, he was hesitant to tell technicians they wid have to stay 
when it appears that it will be at peril their lives. He emphasized 
danger of mob violence, admitting that aside from one or two iso- 
lated instances this had not materialized as yet. However, all Brit 
personnel in Iran at present time living on edge of violence. He re- 
ferred to necessity for Drake leaving country (Embtel 6803 June 
25°) because of sitn in which he found himself. Perhaps Drake wid 
yet return, he did not know, but incident emphasizes fact that none 
of personnel in area can feel secure in view growing number of 
steps being taken against them by Iran Govt. Irans do not seem to 
realize what consequence their actions will be. Operation and even 
shutting down of refineries is extremely delicate operation and if 
lrans persist in interfering, there is always attendant danger of ex- 
plosions with peril to both Brit and Iran personnel. 

Morrison went on to emphasize difficult Parliamentary sitn 
which he faces on this question. Tories are consistently pressing 
him to use force and it was sometimes tempting to tell Mossadeq 
that “either he stops or we'll come after him.” Such a course wid 
be effective way of dealing with sitn, but present govt realizes it 
can't resort to this course of action for purposes other than evacu- 
ation. 

It was apparent from what Morrison had to say that Brit have 
no long range plans as to how matter may be settled. Morrison ex- 
pressed view that Shah shid dismiss Mossadeq and dissolve Majlis, 
but felt that Shah has not courage to do so. Shepherd has talked to 
Shah on several occasions, but Shah eitner unwilling or unable to 
intervene effectively in present sitn. Morrison felt Shah lacked 
courage to do so. If he did, Brit estimate is that army wld |support 
him?) fully, altho Morrison observed there may be some Tudeh in- 
fluence in lower ranks. 

Morrison saw no prospect for productive negots with present 
govt. UK had attempted explore every avenue. It had accented 
principle of nationalization and had put forward fair and reasona- 
ble proposals. But every time, lrans fell back on letter of national- 
ization law and made it plain that UK must accept it. 


*The antisabotage bill, presented to the Majlis on June 21, provided that any 
person engaging “treacherously or with :ll-intent im activities in connexion with the 
operation of Persia's oil industry shall be condemned to penalties ranging from 
temporary imprisonment with hard labour to execution For the full text of the 
law, see Documents (R'1A.) for 1951, pp. 495-496 

‘Telegram 6803 reported that Eric Drake, AIOC Manager at Abadan, had been 
flown to Basra, Iraq, after being accused of sabotage Alick Mason, an AIOC repre 
sentative at Abadan took his place. (888.2553 AIOC/6-2551) 
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75-25 demand impossible of acceptance. 

Morrison asked me if US had any naval forces in area. When I 
told him that we had small naval force in Persian Gulf, he said he 
wished they wid show flag to Irans more often and expressed hope 
we might show willingness protect American tankers. He did not 
develop this idea further, nor did he indicate that he expected any 
answer. 

In concluding, Morrison said he cld not see any way of keeping 
oil flowing unless Irans changed their mind and take more reason- 
able attitude. This wid be great pity, since oil is badly needed. He 
was moreover, very much disturbed about effect Iran sitn on other 
concessions in NE. 

I shid like correct impression in Embtel 6785 June 25. Statement 
which necessitated Morrison's presence in Commons yesterday was 
on Malik’s Korean peace proposal® not Iran. 

Morrison did not raise question Eximbank loan, nor did 1. How- 
ever lower levels in FonOff have informally asked us what position 
is since despatch Embtel 6785 and we are therefore still anxious to 
know results further consideration this question (Deptel 6097 June 
257). We think this loan matter of great importance in spite of fact 
Morrison did not mention it. 

GIFFORD 





*Regarding Malik's Kerean peace proposal, given in a radio braodcast on June 23, 
see the editorial note, Foreign Relations, 1951, vol. vu, Part 1, p. 546 

"In telegram 6097 Gifford was informed that the question of the Export-Import 
Bank loan was currently under discussion and that no definite policy could be con- 
veyed to Morrison at that time. (888.2553/6-2551) 


No. 32 


s Pr NSO files. let He D 1 NSO 10 Serve 


Statement of Policy Proposed by the National Security Council’ 


TOP SECRET [WASHINGTON, June 27, 1951.) 
NSC 107/2 
IRAN 


1. It is of critical importance to the United States that Iran 
remain an independent and sovereign nation firmly aligned with 





‘Attached to the source text were a cover sheet and a note, dated June 27, by 
Acting Executive Secretary Gleason stating that the statement of policy had been 
adopted by the Council at its 95th meeting on June 27 and was being submitted to 


Continued 
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the free world. Because of its key strategic position, its petroleum 
resources, its vulnerability to intervention or armed attack by the 
USSR, and its vulnerability to political subversion, Iran must be 
regarded as a continuing objective of Soviet expansion. The loss of 
Iran by default or by Soviet intervention would: 


a. Threaten the security of the entire Middle Eastern area and 
also Pakistan and India. 

b. Deny the free world access to Iranian oil and threaten the loss 
of Middle Eastern oil. These developments would seriously affect 
Western economic and military interests in peace or in war in view 
of the great dependence of Western Europe on Iranian oil, particu- 
larly the refinery at Abadan. 

c. Increase the Soviet Union's capability of threatening impor- 
tant United States-United Kingdom lines of communication. 

d. Damage United States prestige in nearby countries and, with 
the exception of Turkey, seriously weaken if not destroy their will 
to resist. 

e. Be one in a series of military, political, and economic develop- 
ments, the uences of which would seriously endanger the se- 
curity interests of the United States.” 





President Truman for approval. The statement of policy, the cower sheet, and the 
note by Gleason were circulated as NSC 107/2 

The statement of policy in NSC 107/2 is a revimon of the draft statement in NSC 
107/1, dated June 6, prepared by the NSC Staff pursuant to NSC Action No. 454-f, 
which called for the review of NSC 107 see Document 7) no later than July | The 
NSC Staff also prepared a Staff Study that was circulated to the Council as an 
annex to NSC 107/1, dated June 20 Copies of NSC 107/1 and the annex to NSC 
107/1 are in S/P-NSC files, lot 62 D 1, NSC 107 Series 

On June 21 the Executive Secretary of the NSC, at the request of the Secretary of 
Defense, circulated to the Council a memorandum by the JCS to the Secretary of 
Defense, dated June 19, in which the JCS requested revisions to NSC 107/1. The 
Executive Secretary on June 2! also circulated to the Council the revisions to NSC 
107/1 recommended by the NSC Senior Staff after «t had reviewed the revisions rec 
ommended by the JCS. These revisions are indicated in footnotes below 

At its 95th meeting on June 27, with President Truman presiding, the NSC dis 
cussed the situation in Iran and adopted the statement of policy contained in NSC 
107/1, subject to the revisions recommended by the Senior NSC Staff except for the 
proposed new paragraph numbered *, an amendment to paragraph 2-a, and a new 
paragraph offered by the Secretary of State at the meeting The NSC agreed with 
the suggestion of the Secretary of Defense at the meeting, that, if the statement of 
policy in NSC 107/1 as adopted by the Council were approved by the President, it 
should be kept under continuing review (NSC Action No. 500) 

On June 24, the Executive Secretary of the NSC informed the Council that the 
President had that day approved the statement of policy contained in NSC 107/2 
and had directed its implementation by al! appropriate executive departn mts and 
agencies of the US. Government under the coordination of the Secretary of State 
(Memorandum by Lay, June 28; 8/P-NSC files, lot 62 D 1, NSC 107 Series) 

*In NSC 107/1 this paragraph « lettered “{ and another paragraph lettered “e 
reads as follows 


“e Create doubts in the free world as to the willingness of the United States to 
help them remain free © 

The Joint Chiefs of Staff and the NSC Senior Staff recommended the deletion of 
paragraph |-e« of NSC 107/1 
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For these reasons the United States should continue its basic policy 
of taking all feasible steps to make sure that Iran does not fall 
victim to communist control. 

2. The immediate situation in Iran is such that, if not remedied, 
the loss of Iran to the free world is a distinct possibility through an 
internal communist uprising, possibly growing out of the present 
indigenous fanaticism or through communist capture of the nation- 
alist movement. It is important that there be a government in 
power in Iran on the side of the free world, capable of maintaining 
internal order and determined to resist Soviet aggression. The 
United States should therefore: 


a. Continue to extend political support, primarily to the She} as 
the only present® source of continuity of leadership, and where 
consistent with Iran's ability to absorb it, accelerate and expand 
military, economic and technical assistance by the United States 
Government whenever such assistance will help* to (1) restore sta- 
bility and increase internal security, (2) strengthen the leadership 
of the Shah and through him the central government, (3) demon- 
strate to the Iranian people the intention of the United States to 

ist in preserving lIrania’’ «dependence, and (4) strengthen the 
ability and desire of the Iran. .n to resist communist subver- 
sion and pressure. The United tes should, unless it would be 
detrimental to United States policy in a particular instance, coordi- 
nate these programs closely with the United Kingdom and solicit 
British support and assistance for them.* 

b. Bring its influence to bear in an effort to effect an early settle 
ment of oil controversy between Iran and the United Kingdom, 
making clear both our recognition of the rights of sovereign states 
to control their natural resources and the importance we attach to 
international contractual! relationships. 





*The word “present” was not in the text of NSC 107/1. The Joint Chiefs of Staff 
recommended that the words “at present’ be inserted after the words “political sup 
port,” in the first line of paragraph 2-a and that the words “as the only source of 
continuity of leadership” be deleted from the second line The NSC Senior Staff rec- 
ommended instead that the word “present” be inserted between “only” and 

*At its meeting on June 27 the National Security Council substituted the words 
“whenever such assistance will help’ for the words “in order,” which had appeared 
in NSC 167/1 

*The final sentence of paragraph 2-a in NSC 107/1 reads 

“The United States should, unless it would be detrimental to United States policy 
in a particular instance, coordinate these programs closely with the United King 
dom and actively solicit British support and assistance © 

The Joint Chiefs of Staff recommended that the words “and actively solicit British 
support and assistance” be deleted from the final sentence of paragraph 2-a The 
NSC Senior Staff recommended instead that the word “actively” be deleted and the 
words “for them” be added at the end of the sentence. The JCS also recommended 
that “throughout the duration of the present uncertainties of the situation in Iran 
the implementation of the policies set forth in subparagraph 2-a of NSC 107/1 be 
kept under continuing review by the National Security Council.” 
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c. Continue . to assist in aligning the Iranian Government 
with the free world and promoting internal security in Iran. 


d. Encourage whenever opportune the adoption by the Iranian 
Government of necessary financial, judicial and administrative re- 


e. Encourage the Government of Turkey and other governments 
wiean infbaonse ualaht be elibstive to adast & mere aulive aunesal 
policy in Iran with a view to acting as a moderating influence and 
to creating closer ties between Iran and stronger free nations of the 
area. 


3. Although assurances have been received, the United States 
should continue to urge the United Kingdom to avoid the use of 
military force in settling the oil controversy. The entry of British 
troops into Iran without the consent of the Iranian Government 
would place British forces in opposition to the military forces of 
Iran, might* split the free world, would produce a chaotic situation 
in Iran, and might cause the Iranian Government to turn to the 
Soviet Union for help. However, should the lives of British subjects 
in Iran be placed in immediate jeopardy by mob violence, the 
United States would not oppose the entry of British forces into the 
danger area for the sole purpose of evacuating British nationals on 
the clear understanding that this would be undertaken only as a 
last resort and that the British forces so introduced would be with- 
drawn immediately after the evacuation was completed. In the 
event of a British decision to use force against the advice of the 
United States, the situation would be so critical that the position of 
the United States would have to be determined in the light of the 
world situation at the time 

4. Because of United States commitments in other areas, the cur- 
rent understanding with the United Kingdom that it is responsible 
for the initiative in military support of Iran in the event of commu. 
nist aggression should be continued but should be kept under 
review in light of the importance of Middle Eastern oil, the situa- 
tion in Iran, British capabilities,’ increasing United States influ- 
ence in the Middle East, and increasing United States strength. 

5. The United States should be prepared in conjunction with the 
United Kingdom to counter possible communist subversion in Iran 
and, in event of either an attempted or an actual communist sei- 


*In NSC 107/1 the word “would” appeared at thie point in the text instead of the 
word “might The Jeimt Chiefs of Staff recommended that the word “would” be 
changed to “might and the words “tend to’ be imserted between “would and 
“produce” in “would produce a chaotic situation in Iran’ The NSC Senior Staff rec 
ommended that the word “might be substituted for “would” 

"In NSC 107/1 the last part of this sentence following the word “capabilities” 
reads “and increasing United States strength Both the Joint Chiefs of Staff and 
the NSC Senior Staff recommended that the phrase “increasing United States influ 
ence in the Middle East.” be meserted in the sentence after the word “capabilities” 
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in every practicable manner by the 
United States in the event of a seizure or a clearly imminent sei- 

power by Iranian Communists. The United States should be 
prepared to give the British in this event full political support and 
to consider whether or not military support would be desirable or 


c. Coordinated United States-United Kingdom support for pro- 
Western Iranian elements. 

d. Efforts to induce nearby countries, particularly Turkey, to 
assist the legal Iranian Government 

e. As desirable, consultation with selected countries to attain 
oupeert for the United States position 

. The perfection of plans concerning the handling of the matter 

by the United Nations when that becomes necessary 


6. In the event a communist government achieves such complete 
control of Iran that there is no legal Iranian Government to re- 
quest Western assistance, and pending further study of this contin- 
gency by the United States and jointly with the United Kingdom, 
the position of the United States would have to be determined in 
the light of the situation at the time 

7. In the event of a Soviet attack by organized USSR military 
forces against Iran, the United States in common prudence would 
have to proceed on the assumption that global war is probably im- 
miment. Accordingly, the United States should then immediately 


a. Seek by political measures to localize the action, to stop the 
aggression, to restore the status quo, and to ensure the unity of the 





*In NSC 107/1 the word “planning” appeared at thie point instead of the word 
“discussions.” The JCS recommended that paragraph 5-a read as follows 

“a. Correlated political action, and military discussions by the United States and 
the United Kingdom The United States should be prepared in the event of a seizure 
or a clearly imminent seizure of power by Iranian Communists toe give the British 
full polilnal support and to comuder whether or not military support would be de 
sirable or feasible 

The NSC Senior Staff recommended that the word “planning” be changed to ‘die 
cussions, but did not accept the deletions and additions proposed by the JCS on the 
ground that the remainder of the paragraph i imoorporates several saving clauses 
clearly indicating that the question has not been prejudged as to whether the 
United States should furnish the British military support in the contingencies enves 
aged by the paragraph 





b. Consider the possibility of a direct approach to the highest 
c. ee ee ee en a ee ee Se 


are nesscasten ts tht ecttbel aren @ the enum ond in Oe on 
which would best contribute to the implementation of United 
States national war plans. 


8. In view of the current situation in Iran, the United States 
should, individually and where appropriate jointly with the United 
Kingdom, examine what additional steps, political and military, 
might be taken to secure or deny Kuwait, Saudi Arabia, and Bah- 
rein. 





*The Joint Chiefs of Staff recommended that a new subparagraph 7-d be added to 
read as follows 

“d. Examine what steps, political or military, might be taken to secure or deny 
Kuwait, Seudi Arabia, and Bahrein ” 

They recommended that subparagraphs 7-4 and e in NSC 107/! then be relet 
tered 7~e and {, respectively The NSC Senior Staff did not accept the recommends 


tion, but compared the language of the new paragraph * adopted at the National 
Security Council meeting on June 27 at the suggestion of the Secretary of State 


No. 33 
Editorial Note 


On June 27 the Department of State released to the press a 
statement by Secretary Acheson in which he expressed regret at 
the steps being taken by Iran which threatened to close down the 
Abadan refinery. Acheson stated that he was disappointed that the 
British proposal presented by Jackson had been summarily rejected 
without study and expressed his hope that Iran would reconsider 
and seek some formula that would avoid the dangers inherent in 
its actions and permit the continued operation of the oil industry. 
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For text of Secretary Acheson’s statement, see Department of State 
Bulletin, July 9, 1951, pages 72-73. 


Prime Minister Mosadeg to President Truman' 


(TEHRAN, June 28, 1951.} 


Dear Mr. Presipent: The special interest you have shown on 
various occasions in the welfare of our country in general, and in 
the recent oil question in particular, and the personal message you 
were kind enough to send me on 3 [/|] June 1951,* prompt me to 
inform you that the Imperiai Iranian Government has been duty- 
bound to put into force the law enacted by the two Houses of Par- 
liament concerning the nativnaiizaiicn of the oil industry all over 
Iran and the modus operandi of that law in the quickest possible 
time. 

Notwithstanding the urgency ef the matter, the measures for the 
enforcement of the law were taken in a very gradual manner and 
with extreme care and caution, both in order to ensure the success 
of the preliminary steps, and also in order to bring about an under- 
standing between the Government of Iran and the former oil com- 
pany, and to give ample time to the latter for negotiations between 
their representatives and this Government. 

The Imperial Iranian Government was ready in all sincerity to 
make the best possible use of this opportunity and it paid great at- 
tention to this matter especially in view of your kind message and 
the friendly mediations of the US Ambassador in Tehran, aad 
agreed with the request of the former oil company for the exten- 
sion of the time limit originally fixed for these negotiations. Thus 
no measures were taken during 45 days after the enactment of the 
law. 

The Imperial Iranian Government had repeatedly announced its 
readiness to enter into negotiations with the representatives of the 
company within the limits prescribed by the law fixing the modus 
operandi of its enforcement, and to discuss willingly various prob- 
lems such as the question of the probable losses to the former oil 





‘Transmitted to the Department of State in telegram 3466 from Tehran, June 28, 
in which Grady also reported that it had been handed to him by Foreign Minister 
Kazemi that morning and that the Iranian Government was releasing it to the press 
at 6 p. m. Tehran time 

2Document 26 














78 FOREIGN RELATIONS, 1952-1954, VOLUME X 


company and the sale of oil to the forimer purchasers, etc. The Gov- 
ernment, therefore, welcomed the arrival of the representatives of 
the former oil company, but it was found with great regret that the 
representatives of the former company wished to submit proposals 
which were contrary to the text of the laws concerning the nation- 
alization of the oil industry and which made it unable for this Gov- 
ernment to continue the discussions. 

Since the Imperial Iranian Government has decided to prevent 
any stoppage, even for one day, in the exploitation of oil and its 
sale to the former purchasers, it has repeatedly announced its 
readiness to employ all foreign experts, technicians and others in 
the service of the oil industry with the same salaries, allowances 
and pensions due to them, to provide them with all encouragement, 
to leave untouched the present organization and administration of 
the former oil company, and to enforce, so far as they may not be 
contrary to the provisions of the law, the regulations made by that 
company. 

It is, however, noticed with regret that former oil company au- 
thorities have resorted to certain actions which will necessarily 
cause a stoppage in the exportation of oil; for, firstly, they are en- 
couraging the employees to leave their services, and are threaten- 
ing the Government with their resignation en masse; secondly, 
they force the oil tankers to refuse to deliver receipts to the 
present Board of Directors of the National Oil Company. 

Although the Iranian people have prepared themselves for every 
kind of privations ir their resolve to achieve their aim, yet there is 
no doubt that the stoppage in the exploitation of oil machinery is 
not only damaging to us but it is also damaging to Great Britain 
and to all other countries which use the Iranian oil—a grave and 
serious matter which should be borne in mind by the authorities of 
the former oil company. 

There is no doubt that the Government of Iran will take every 
effort with all the means at its disposal to prevent any stoppage, 
even temporarily, in the flow of oil, but it would be the cause for 
great regret if any stoppage occurred as the result of the resigna- 
tion en masse of the British employees, or any delaying tactics in 
loading and shipping of the oil products because of the refusal on 
their part to give the receipts required. In such an eventuality the 
responsibility for the grave and undesirable consequences which 
might follow will naturally lie upon the shoulders of the former oil 
company authorities. 

It must be mentioned at this stage that in spite of the public 
fervor in Iran there is no danger whatever to the security of life 
and property of the British nationals in Iran. Any spreading of 
false rumors on the part of the agents of the former oil company 

















IRAN, 1951 79 


might, however, cause anxieties and disturbances; whilst if they 
acted in conformity with the expectations of the Iranian Govern- 
ment, there will be no cause whatever for any anxiety, for the Im- 
perial Iranian Government has the situation well in hand. 

Owing to the age-long and continuous cordial relations existing 
between the peoples of Iran and the US, I am confident that no dis- 
turbance will ever occur in that happy relation, for the world re- 
gards the great and esteemed American nation as the strong sup- 
porter of the freedom and sovereignty of nations—a belief evi- 
denced by the sacrifices of the great-hearted nation in the last two 
World Wars. 

Such reflections have moved me to lay before you, Mr. President, 
the recent developments in Iran, and I am quite sure that the free 
nations of the world and specially the Government of the friendly 
nation of America will not hesitate to support us in achieving our 
national ideal. 

I avail myself of this opportunity to offer you, Mr. President, the 
expressions of my highest consideration and my most sincere 
wishes for the prosperity of the great American nation. 

MOHAMMED Mosapeq 


No. 35 
SKA 2558/7-151 Telegram 


The Ambassador in Iran (Grady) to the Department of State 


SECRET PRIORITY TEHRAN, July 1, 1951—2 p. m. 


6. Eyes only for Secretary Acheson. | wish to make a strong per- 
sonal appeal to you and to the President if you care to discuss the 
matter with him. All last fall and winter we endeavored to get the 
AIOC to change its policy in the interest of the over-all objectives 
of the British and ourselves vis-a-vis Russia. I talked with Shep- 
herd a number of times, with Furlonge when he was here last No- 
vember and again with Ambassador Franks in Washington last De- 
cember. My pleas were in addition tu the many efforts made by the 
Department though the London Embassy and particularly the ef- 
forts of McGhee in London last September. All that time it was im- 
possible to get the Foreign Office to influence the oil company to 
carry out our strong recommendations with regard to some non- 
monetary concessions which would enable Razmara to get the sup- 
plemental agreements through the Majlis and incidentally to 
strengthen him to get through various reforms he was seeking to 
effect. 














80 FOREIGN RELATIONS, 1952-1954, VOLUME X 


The same intransigence on the part of the British that thwarted 
us last fall and into the spring seems again to be manifesting itself. 
The British, led by Mr. Morrison, seem to be determined to follow 
the old tactics of getting the government »ut with which it has dif- 
ficulties. You will find in recent cables from London some evi- 
dences of this and I am sure it is the view of many of the oil offi- 
cials. (I do not include Jackson as having this view.) 

Mosadeg has the backing of 95 to 98 percent of the people of this 
country. It is utter folly to try to push him out. If he falls of his 
own weight, that is another matter. When | got him to make the 
concession of promising to withdraw the antisabotage law,' it was 
interpreted by Mr. Morrison as a manifestation of weakening on 
Mosadeq’s part and a justification for stiffening on the part of the 
British. This is not the spirit in which to approach the problem 
here. 

Since the Foreign Office is prepared (London telegram 6943 June 
307) to allow me to endeavor to get Mosadeg to accept endorsement 
on receipts for tanker shipments which I| proposed (Embtel repeat- 
ed information Department 3520, June 30°) | will endeavor to get 
Mosadeq’s acceptance which will permit outward flow of oil and 
consequently, continuance of operations of the refinery. This will 
provide interim period during which efforts can be made to get ne- 
gotiations re-started especially if, as I have urged, Jackson would 
explain and elaborate the British position. | think if Jackson could 
indicate a flexibility regarding the down payment of 10 million 
pounds and indicate it might be raised to 20 or 25 million pounds, 
this would greatly help in creating an atmosphere in which negoti- 
ations could re-start. 

Mr. Morrison's statements in Commons, including personal criti- 
cism of Mosadeq, are anything but helpful. If | am unable to get 
Mosadeq to accept endorsement on receipts proposed by the compa- 
ny, there will be great unemployment resulting from the inevitable 
closing down of the oil refinery. 

We have about ten days in which to get some action before the 
catastrophe oi closing down of the piant takes place. If the British 
think they can, as some directors have said, bring the Iranians to 
their senses by having the plant closed down, they are making a 





‘On June 28 Ambassador Grady told Foreign Minister Kazemi that the antisabo- 
tage bill was having a demoralizing effect on the oi! technicians and that in the in- 
terest of solving the oi! dispute it should be withdrawn. (Telegram 3468 from 
Tehran, June 28; 888.2553/6-2851) On the following day Mosadeq agreed to pigeon- 
hole the bill 

2Not printed 

*The receipts in question stated the amount of oil received and its destination an4 
indicated that the receipt had been signed by the captain of the oil tanker without 
prejudice to the rights of the AIOC. (888.2553 AIOC/6-3051) 
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tragic mistake. Those who are making the policy on the oil ques- 
tion in London evidently are counting on Mosadeq falling if the 
plant closes. This is very doubtful. In any case it is my opinion 
there is no chance of any reasonable Prime Minister succeeding 
him. (London telegram 191, July 1.*) It is all too likely that the 
country will quickly fall into a status of disintegration with all that 
implies. 

I appeal for your support and the President's in the policy I am 
trying to follow here, that is a policy of conciliation and an attempt 
to bring reasonableness into a most explosive situation.*® 

GRADY 





*Not printed. 

*On July 2 Secretary Acheson took a copy of this telegram to President Truman 
and reviewed the Iranian situation in detail Acheson told the President that the 
Department of State was considering a new approach to Iran and the United King- 
dom which would involve a modus vivendi in the oil dispute and the offer of a US. 
mediator. (Memorandum of conversation by Acheson and memorandum from 
McGhee, both dated July 2; 888.2553/7-251) 


No. 36 
MRR PUN 7-75) 


Memorandum of Conversation, by the Secretary of State' 


TOP SECRET [WasHINGTON,]} July 7, 1951. 


Participants: The Secretary of State 
Mr. Freeman Matthews—G 
Mr. George C. McGhee—NEA 
Sir Oliver Franks—British Ambassador 


The British Ambassador called, at his request, and presented the 
attached memorandum from Mr. Morrison dated July 7, 1951, 
which was in response to conversations between myself and the 
British Ambassador on the 4th of July relative to the President's 
proposal to send out a personal representative to Iran to discuss 
the oil question.” 

After reading the memorandum | advised that I felt the U.S. 
Government could and should support the recommendation of the 
International Court of Justice as requested by Mr. Morrison.* I did, 
however, feel that it might still be desirable for the President to 





‘Drafted by McGhee 

*These conversations were summarized in telegram 72 to London, July 2. 
(888.2553/7-451) 

*For text of the International Court of Justice opinion, July 5, see British Cmd. 
8425, pp. 45-51 
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send out a personal representative whose going might be linked to 
the findings of the Court and who might facilitate a working out of 
a modus vivendi either in the way prescribed by the Court or in 
some variation of the Court recommendation which might be ac- 
ceptable to both governments. I then sketched out some of my 
thoughts in this matter (which were subsequently incorporated in 
the President's reply to Dr. Mosadeq*) for the benefit of the Am- 
bassador. 

The British Ambassador stated that he was sure that London 
would appreciate United States support of the ICJ recommendation 
and might not oppose the President's sending out a representative 
if linked to the Court's decision in the way that I had suggested. 
He stated, however, that he would like to go back to London on 
this point and hoped to advise me by noon the day following as to 
London's reaction. 

(The British Ambassador did, on the day following, advise the 
Secretary that London acquiesced in the proposed reply by the 
President to Prime Minister Mosadeq’s message, even though it 
was indicated that Mr. Morrison still had the same reservations 
with respect to the President sending out a personal representa- 
tive.) 


|Attachment | 
Foreign Secretary Morrison to Secretary of State Acheson 


TOP SECRET {Lonvon, July 7, 19517) 


H.M. Ambassador has reported to me your conversation with 
him on the 4th July about Persia, and your suggestion that Presi- 
dent Truman might appoint a personal representative to discuss a 
settlement of the dispute with the Persians and us, to see whether 
any road to a solution could be found. 

Let me say at once that I fully share your concern at the course 
of events which may develop from the present deadlock and that I 
greatly appreciate your wish to make some positive contribution to- 
wards a satisfactory solution. The concern which you feel, and the 
suggestion you have put forward, encourages me to give you a very 
frank reply. 

Since I became Foreign Secretary you and I have been able to 
settle a number of difficult issues between us. In several of these a 
settlement has been reached by our going a considerable way to 
accept the American view. In dealing with this question of Persian 





‘Infra 
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oil, where we find ourselves in grave difficulties, we need your 
wholehearted support. I have greatly valued the help you have al- 
ready given and I am most grateful to you for your present sugges- 
tion, which I appreciate is made with the sincere desire of reaching 
a settlement. But the suggestion which you made to Sir Oliver 
Franks of the lines which a settlement might fo!luw seems in sub- 
stance to differ little from the offer already made to the Persian 
Government by the Company during the visit of their delegation to 
Tehran. This offer, which accepted the Persian thesis of national- 
ization, was rejected out of hand, and since then the Persian Gov- 
ernment have refused to consider anything but the full implemen- 
tation of their nationalisation laws. 

There is, however, a more important thought in my mind in con- 
sidering your main proposal. | must tell you that one of our main 
difficulties in dealing with this intractable problem has arisen from 
a belief persistently held by many Persians that there is a differ- 
ence of opinion between the Americans and the British over the oil 
question and that America in order to prevent Persia being lost to 
Russia, will be ready to help Persia out of any difficulties which 
she may encounter as a result of the oil dispute. Influential and 
friendly Persians themselves have told us this, and stressed that it 
is an important factor in encouraging Dr. Mossadegh’s present in- 
transigence. An approach by a representative of the President as 
you suggest would, | fear, merely encourage Dr. Mossadegh in this 
belief. The danger of this would be all the greater since the deci- 
sion given by the Hague Court, which has introduced a new and 
most important factor in the situation. The Court has recommend- 
ed that nothing should be done to hinder the continuation of the 
Company's operations as carried on before the lst May, and that 
these operations should be carried on under the Company's man- 
agement as constituted before that date. It has recommended the 
setting up of a Board of Supervision to ensure that the Company's 
operations are carried on in accordance with the Court's recom- 
mendations. We have declared our full acceptance of these recom- 
mendations. It is now up to the Persian Government to do the 
same and put an end to the unwarranted interference by the tem- 
porary Board in the Company's operations, which are now threat- 
ening to bring the operations to an end.* I feel most strongly that 
what is wanted from you now is not an offer to mediate, but a firm 
and categorical statement that it is up to Persia to accept and 
follow the recommendations of the Hague Court. Such a statement, 
making it clear once and for all that the United States of America 





‘On July 9 the Iranian Government rejected the opinion of the International 
Court of Justice 











8&4 FOREIGN RELATIONS, 1952-1954, VOLUME x 


can give no sympathy or help for a country which flouts a decision 
of the world’s highest legal authority, would be of the utmost value 
at the present critical juncture. 





No. 37 
a eee See 


President Truman to Prime Minister Mosadegq' 


SECRET WASHINGTON, July 8, 1951. 


My Dear Mr. Prime Minister: I am most grateful to Your Excel- 
lency for giving me in ur recent ltr? a full and frank account of the 
developments in the unhappy dispute which has arisen between ur 
Govt and the Brit oil interests in Iran. This matter is so full of dan- 
gers to the welfare of your own country, of Great Britain and of all 
the free world, that I have been giving the most earnest thought to 
the problems involved. I had hoped that the common interests of 
the two countries directly involved and the common ground which 
has been developed in your discussions would open the way to a so- 
lution of the troublesome and complicated problems which have 
arisen. You know of our sympathetic interest in this country in 
Iran's desire to control its natural resources. From this point of 
view we were happy to see that the British Government has on its 
part accepted the principle of nationalization. 

Since British skill and operating knowledge can contribute so 
much to the Iranian oil industry I had hoped—and still hope—that 
ways could be found to reconcile the principle of nationalization 
and British interests to the benefit of both. For these reasons I 
have watched with concern the breakdown of your discussions and 
the drift toward a collapse of oil operations with all the attendant 
losses to Iran and the world. Surely this is a disaster which states- 
manship can find a way to avoid. 

Recently I have come to believe that the complexity of the prob- 
lems involved in a broad settlement and the shortness of the time 
available before the refinery must shut down—if the present situa- 
tion continues—require a simple and practicable modus vivendi 
under which operations can continue and under which the inter- 





'Transmitted to Tehran in telegram 45, July 8, for immediate delivery. An earlier 
draft of this message was sent to President Truman on July 7 under cover of a 
memorandum for the President by McGhee. The earlier draft was, except for minor 
differences, the same as the message printed here. (888.2553/7-751) Regarding the 
delivery of the message to Mosadeq on July 9, see the memorandum of conversation, 
infra. 

*Document 34 
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ests of neither side will be prejudiced. Various suggestions to this 
end have failed. The time available is running out. 

In this situation a new and in:portant development has occurred. 
The International Court of Justice, which your Government, the 
British Government and our own all joined with other nations to 
establish as the guardian of impartia) justice and equity has made 
a suggestion for a modus vivendi. 

Technical considerations aside, | lay great stress on the action of 
the Court. | know how sincerely your Government and the British 
Government believe in the positions which you both have taken in 
your discussions. However, | am sure you believe even more pro- 
foundly in the idea of a world controlled by law and justice which 
has been the hope of the world since the San Francisco Conference. 
Apart from questions of jurisdiction no one will doubt the impar- 
tiality of the World Court, its eminence and the respect due to it by 
all nations who signed the United Nations treaty. 

Therefore, | earnestly commend to you a most careful consider- 
ation of its suggestion. I suggest that its utterance be thought of 
not as a decision which is or is not binding depending on technical 
legal considerations, but as a suggestion of an impartial body, dedi- 
cated to justice and equity and to a peaceful world based upon 
these great conceptions. A study of its suggestion by your Govern- 
ment and by the British Government will, | am sure, develop meth- 
ods of implementing it which will carry out its wise and impartial 
purpose—maintaining the operation of the oil industry and pre- 
serving the positions of both Governments. Surely no government 
loses any element of its sovereignty or the support of its people by 
treating with all possible consideration and respect the utterance 
of this great court. Our own government and people believe this 
profoundly. Should you take such a position | am sure that the 
stature of Iran would be greatly enhanced in the eyes of the world. 

I have a very sincere desire, Mr. Prime Minister, to be as helpful 
to you as possible in this circumstance. I have discussed this matter 
at length with Mr. W. Averell Harriman who as you know is one of 
my closest advisers and one of our most eminent citizens. Should 
you be willing to receive him | should be happy to have him go to 
Tehran as my personal representative to talk over with you this 
immediate and pressing situation. 

May | take this opportunity to assure Your Excellency of my 
highest consideration and to convey to you my confidence in the 
future well-being and prosperity of Iran.* 


"The source text is not signed 
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No. 38 
fone 2506871151 
Memorandum of Conversation, by the Second Secretary of the 
Embassy in Iran (Stutesman)' 
SECRET Tenran, July 11, 1951. 


Participants: Prime Minister Mohammed Mosadeq 
Ambassador Henry F. Grady 
John H. Stutesman, Second Secretary of Embassy 
(Translator) 
Reference: Embtel 109, July 9, 1951? 


Ambassador Grady called on Prime Minister Mosadeq at the lat- 
ter's residence at noon, July 9, to deliver a message from President 
Truman (Deptel 45, July 8).* The Prime Minister was in bed as 
usual. His physical appearance and speech indicated that although 
he was tired he was still quite vigorous. 

The Ambassador handed him the Persian translation of the 
President's message which had been typed in the Embassy. The 
Prime Minister read this document slowly and with careful atten- 
tion and then, laying down the paper, burst into laughter for as 
long as thirty seconds. “This comes too late’’, he said. 

“Our reply to the Hague Court”, he continued “has been ap 
proved by the two Majlis Commissions and by the Council of Minis- 
ters and is being sent today and, possibly, is already on the way. 
We consider the entire question to be closed”. The Ambassador 
pointed out that the President's message was written in a warm 
and friendly tone and he requested the Prime Minister to give it 
careful attention. The Prime Minister replied that he appreciated 
the President's interest but that the Iranians had never expected 
to abide by the decision of the Hague Court which they considered 
had no jurisdiction in the oil dispute. He conceded, however, that 
the President's message might have had “a little effect on Iranian 
public opinion” if it had been received before the Government had 
concluded its discussions and had approved the official reply to the 
Court. 

The Ambassador said “I assume that your reply to the Hague 
Court is negative?” The Prime Minister said “Yes”. The Ambassa- 
dor asked if the Embassy could have a copy of the reply and the 





‘Transmitted as an enclosure to despatch 42 from Tehran, July 11. (888.2553/7- 
1151) 

*Telegrarn 109 transmitted Grady's initial report on his conversation with Mosa- 
deg (88% 2553/7-951) 

*The message is printed supra 
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Prime Minister immediately gave instructions to a summoned 
clerk, ordering that a copy of the message be sent to the Embassy 
as soon as possible. (Note: no message was received although next 
morning an Embassy representative was able to obtain the official 
lation made at the Embassy from the Persian and checked against 
the French text was telegraphed to the Department in Embtel 126, 
July 10.*) 
The Ambassador then asked what the Prime Minister's inten- 
in regard to publishing the President's letter to him. 


: 


TTE 
E 
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oe 
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had 

President and the Prime Minister and would certainly expect 
of this message. He said further that journalists are often 
speculation and would probably write wild stories if the 
were not released. 
Prime Minister appreciated this point of view but again said 
he advised the Ambassador not to allow the letter to be pub- 
i as it would “anger” the Iranian people against the United 
He expanded on this theme and became bitter in his re- 
about United States policy for the first time in any of the 
Ambassador's conversations with him. “The message takes the 
British side entirely. The Americans have always taken the British 
* side in this oil dispute and have never given aid to Iran”. The Am- 
bassador said, “The British accuse me of always taking the Persian 
side”. The Prime Minister replied, “The British are mistaken.” 

“Furthermore, your President's message asks me to consider a 
matter which has been already settled by our reply to the Hague 
Court and our reply to President Truman is in our message to the 
Court. You will see when you read it that your President has taken 

No reference was made by the Prime Minister to the penulti- 
mate paragraph of the President's message in which the suggestion 
was made that Mr. Averell Harriman might come to Iran to dis- 
cuss “this situation” with the Prime Minister. The Ambassador did 
not raise the matter is, view of the Prime Minister's completely ad- 
amant position in refusing to reopen any discussions of the Hague 
Court decision.* 


aie 





*Not printed 

*The text of Mosadeq's response to President Truman was conveyed to the De 
partment in telegram 147 from Tehran, July ‘1, which also reported that it would 
be released to the press on the following day. Mosadeq stated that the AJOC stil! 
had not recognized the principle of nationalization, but he welcomed the 
of a visit by Averell Harriman. (888.2553/7-1151) 
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No. 39 


“2” & Teteg tam 


The Secretary of State to the Embassy in Iran’ 


TOP SECRET PRIORITY WasnincTon, July 9, 1951—4 p. m. 


49. Personal for Amb from the Secretary. | am deeply concerned 
at initial reaction of Mosadeq to President's mag which you report- 
ed in Embtel 109 July 9," and at probable effect which summary 
rejection by Mosadegq of President's proposals wid have on US pres- 
tige in Iran, future US-Iranian relations, and possibility of US 
playing constructive role in settlement of oil dispute. Assume that 
you had this danger fully in mind when you presented mag and 
that President's proposals were put forward as forcefully as possi- 
ble during your conversation. I am particularly concerned that 
question of Harriman’s coming to Tehran was not raised, since this 
is the one new positive element contained in President's proposal 
and is step to which President and | both attach greatest signifi- 
cance. 

I cannot believe that Mosadeq’s initial reaction will, upon reflec- 
tion, be his final one. Considerations of courtesy will lead him, I 
am convinced, to take no hasty or abrupt action, to give President's 
mag full consideration and to receive President's personal rep who 
can give both you and Mosadeq the benefit of the great thought 
which President has put to this matter and receive any suggestions 
which Mosadeq may have. 

Therefore request that you see Mosadeq again as speedily as pos- 
sible and in the tactful way which | know you will employ urge 
these considerations upon him. You might, in this connection, point 
out to him the adverse effect which rejection of President's very 
sincere attempt to be constructive might have on attitude of US 
and other countries towards Iran. You might emphasize that Presi- 
dent's proposal is attempt to inject new element into situation 
which in our judgment is deteriorating rapidly and holds grave 
consequences for future. If you consider appropriate you might 
urge reconsideration by Iranian cabinet of reply to ICJ. 

FYI, intent of President's mag wos to link Harriman’s coming 
with ICJ recommendation in order to emphasize our support of ICJ 
and facilitate acceptance its proposal or some variation thereof by 





‘Drafted by Acheson and Mctihee, cleared by Matthews, and signed by Acheson 
*See footnote 2. supra 








IranGov. Wording of President's mag was, however, purposely left 
general so that Harriman’s coming might be considered independ- 
ently from ICJ suggestion. We believe, even if ICJ recommendation 
is rejected irrevocably by Iranians, Harriman’s visit cld perform 
constructive role. I wid, therefore, appreciate it if you wid on per- 

ACHESON 


No. 40 
were? ile 


Memorandum of Conversation, by the Assistant Secretary of State 
for Near Eastern, South Asian, and African Affairs (McGhee) 


[Wasnincton,)} July 12, 1951. 


Mr. W. Averell Harriman—Special Assistant to the 
President 

Mr. George C. McGhee—NEA 

Sir Oliver S. Franks—British Ambassador 





an 
(Memorandum of conversation by McGhee J 


opportunity to improve 
why 11; @88.2553/7~-1151) 
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The Department's representatives replied that the proposal 
would in their judgment be wrong from a tactical standpoint, since 
the Department had always believed that the besi policy for the 
British to pursue was to hold on in Iran as long as possible in the 
hopes of a turn for the better. Indeed this had, up to now, appeared 
to be the British policy. If, in fact, the British did not wish to with- 
draw and were announcing their intention of withdrawal only to 
induce the Iranians to back down, they ran the risk that the Irani- 
ans might not back down and that the British might be forced to 
carry out their announced intention. It was thought that everyone 
had agreed, particularly Mr. Drake, the AIOC Manager, that once 
the British withdrew it might prove very difficult or impossible for 
them to ever come back. In any test of will with the Iranians or 
any attempt at a bluff the British might, in the light of the highly 
irrational and emotional view of the Iranians, not be successful. 
Evidence from other similar situations, as for example that in 
Mexico, has shown that people do not easily recede from emotional 
nationalist positions even when the economic stakes are high. The 
Department recommended that the British not make the announce- 
ment in question, but rather attempt to hold on in Iran with all 
the patience at their disposal in a hope of a change in the situa- 
tion. 

The British Ambassador then stated that he had a note from Mr. 
Morrison which he had been instructed to give to the Secretary in 
hopes that it could be given to Mr. Harriman before his departure 
(copy attached)? Mr. Harriman read the note but stated that he 
did not feel it proper for him to comment on the points raised. No 
comment was made either by any of the Department representa- 
tives present. The British Ambassador stated that he was not re- 
questing comments, that his purpose had been achieved when the 
note in question had been delivered to Mr. Harriman. He merely 
wished Mr. Harriman to have the UK point-of-view with respect to 





"The attached note. as sent by Morrison to Franks from London on July 12, is not 
printed. In the note, the British Foreign Office stated, inter alra. that 1 would be 
difficult for Harriman to find a basws for discussing Iran s position regarding the rec 
ommendations of the Hague Court and Mosadeq s stand on the nationalization laws 
Mosadeqg could be expected to use the occamon of Harriman s visrt to bring further 
pressure on the United Kingdom to accept the nationalization laws (as opposed to 
the principle of nationalization|, thereby further prejudicing the British position 
The note expressed the hope that Harriman would impress on Mosadeg the umplica- 
tions of flowting the Hague Court and persuade him to accept the Court's recom 
mendations Subject to cessation of lraman interference om the company s operations 
and resumption of operations by the company under the companys management, 
the United Kingdom was ready to discuss a settlement based on the offer already 
made to the Iranian Government by the company during its delegations visit to 
Tehran The note concluded with a request that Harriman keep in close touch with 
the British 
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his mission and hoped that he would keep these points in mind in 
his discussions with the Iranians. 

The British Ambassador then reviewed at some length the differ- 
ence between the U.S. and U.K. positions with respect to the Irani- 
an issue, and asked what the U.K. could do to facilitate the success 
of Mr. Harriman’s mission. It was in general suggested to the Am- 
bassador that it would appear best for the U.K. not to take any 
new steps for the time being either to increase their pressure 
against the Iranians or to redefine their position, pending Mr. Har- 
riman’s arrival. The next step to be taken could, it is believed, best 
be determined after Mr. Harriman has had an opportunity to ex- 
plore the situation on the ground with the Iranian officials and the 
British and American Ambassadors. The British Ambassador 
stated that he hoped Mr. Harriman would consult freely with the 
British Ambassador, who is at his disposal, since the British Gov- 
ernment relied greatly on the “man on the spot”. 

I then outlined my own views as to how I thought Mr. Harriman 
might approach his task in terms of the various elements of the 
problem. I stated that the Iranians had in accordance with their 
own view now nationalized their oil properties, however they had 
not yet discovered any effective means of operating them under 
their nationalization laws. The British, on the other hand, stood 
ready to provide both the technicians, the management, the tank- 
ers, and the markets which were necessary to the Iranian oil indus- 
try. The customers of Anglo-lranian were prepared to pay for the 
crude and products which were taken away from Iran. The immedi- 
ate problem seemed to me to put these elements together in some 
type of interim trustee arrangement as suggested by the ICJ. Such 
arrangement should provide for the impounding of the receipts, the 
taking out of the expenses of the operation, and the ultimate divi- 
sion of the profits remaining in accordance with the agreement 
reached. It seemed to be that somewhere along these lines a solu- 
tion could be found.* 





On July 13 Burrows discussed the question of the loan with McGhee, saying 
“that his Embassy was under instructions to present to the Secretary the view that 
the British Government assumed that the U.S. would not, while Iran was in defi- 
ance of the recommendations of the Court of Justice, make the proposed loan.” 
McGhee reviewed the background of the loan and told Burrows that the US. posi- 
tion was to take no new steps “with respect to the loan, neither withdrawing it nor 
pushing it.” Following his conversation with Burrows, McGhee sent a memorandum 
to Secretary Acheson, reviewing his talk with Burrows, noting that Mosadeq had 
submitted the loan agreement to the Majlis, and recommending that the United 
States should not withdraw the loan, but “should through continuing negotiations 
delay its implementation until such time as contrary action becomes desirable with 
the realization that it may become necessary at any moment to proceed with the 
urgent implementation of the loan.” (Memorandum of conversation and memoran- 
dum by McGhee, both dated July 13; 888.10/7-1351) 
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C. The Harriman Mission 


No. 41 
Editorial Note 


On July 13, the Harriman Mission, composed of W. Averell Har- 
riman, William M. Rountree, Walter Levy, and General Landry, 
Air Force Aide to President Truman, left Washington. For text of 
the official remarks made at the departure by President Truman, 
Secretaries Acheson and Marshall, and Harriman, and a statement 
by McGhee concerning the relation of the mission to the oil dis- 
pute, see Department of Siate Bulletin, July 23, 1951, pages 130- 
131. On the following day Harriman stopped in Paris where his 
wife joined him. In Paris he talked with Hugh Gaitskell, British 
Chancellor of the Exchequer, along the lines of the conversation 
with Ambassador Franks on July 12. (Memorandum of conversa- 
tion, supra) (Telegram 295 from Paris, July 15; 888.2553/7-1551) 
The mission arrived in Tehran at 11 a. m. on July 15 and was 
greeted by an estimated 10,000 pro-Communists demonstrating in 
front of the American Embassy against the AIOC and the arrival 
of the mission. (Despatch 197 from Tehran, August 13; 888.2553/8- 
1351) 

On July 16 Harriman had his first discussion with Mosadeq and 
on the next day presented his letter of introduction to the Shah. 
From July 17 to 27 the various members of the mission and Am- 
bassador Grady discussed possible solutions to the oil dispute with 
Iranian officials and members of the British Embassy staff. By July 
27 these talks had seemingly reached an impasse and Harriman, 
Rountree, and Levy flew to London to discuss the issues directly 
with the British Government. The negotiations in London proved 
successful and on July 31 the three members of the mission re- 
turned to Tehran, reporting that the British had agreed to send a 
delegation to Iran headed by Richard Stokes, Lord Privy Seal. (See 
Document 65) 

While the Stokes Mission was in Tehran, August 4-23, Harriman 
and his staff remained at the disposal of British and Iranian offi- 
cials, endeavoring to keep the discussions between them from 
breaking down. With the suspension of the Anglo-lranian talks on 
August 23, Harriman informed Mosadeq that he would leave for 
Washington on August 25, since he could no longer provide any 
useful service in the dispute, but stated that he would return if he 
could assist in the resumption of the talks. 

From Tehran Harriman flew to Belgrade for talks with Marshal 
Tito on August 25 and 26. (Telegram 1058 from London, August 27; 
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Foreign Relations, 1951, volume IV, Part 2, page 1842) He then 
stopped at Paris on August 26 before arriving in London on August 
27. In London he again talked with the British about the Iranian 
situation before returning to Washington by September 1. (See Doc- 
ument 78) 





No. 42 
SAA 2553/7-1751 Telegram 


The Special Assistant to the President (Harriman) to the 
Department of State' 


TOP SECRET PRIORITY TEHRAN, July 17, 1951—3 p. m. 


240. From Harriman for the President and Secretary; distribu- 
tion only as directed by the Secretary's office. Sunday? Grady 
briefed me on developments and at his suggestion I saw Mosadeq 
yesterday alone except for an interpreter. I called on him in the 
morning and he came to my residence in the late afternoon.’ Be- 
tween the talks Grady and I lunched with Shah. 

At my first talk Mosadeq received me most cordially at his home. 
His only significant remark was: “When there are two divergent 
points of view it is good to have the help of a third party.’ Other- 
wise he gave me his interpretation of events as told to and reported 
by Grady on numerous occasions. I proposed that we should discuss 
the details of the problems of oil production and distribution at our 
next meeting. 

For the afternoon session he brought with him Hasibi, Under 
Secretary of Finance and Saleh, chairman of the National Oil Co. 
Walter Levy gave these two men probably their first frank detailed 
education on the technical aspects of how the worldwide oil busi- 
ness was conducted.* While these technical discussions were being 
carried on, I talked with Mosadeq about how a settlement might be 





'Two copies of this telegram were sent to the White House during the afternoon 
of July 17. The telegrams to and from Harriman in Tehran and London were num- 
bered in series with other telegrams to and from those Embassies. The incoming 
telegrams bear Ambassadors Grady's or Gifford’s signatures. 

*July 15. 

’Memoranda of Harriman’s conversations with Mosadeq at the Prime Minister's 
home in the morning and at the Sahebgaranieh Palace in the afternoon are in file 
888.2553/ 10-1051. 

‘In his talks from 5:30 to 8:30 p. m., Levy told Hassibi and Saleh that they prob- 
ably could not sell Iranian oil without the use of the AIOC facilities, that Iranian 
production could be made up by other fields, and that price reductions on the oil 
would probably not attract customers. (Memorandum of conversation; 888.2553/7- 
1651) 
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reached. He was completely rigid in his statements. He had no 
desire to talk with representatives of the British Government or 
the oil company. He asked that I propose a formula of settlement, 
provided it conformed to the nine points of the recent Nationaliza- 
tion Law. If this formula met his approval, I could then take it to 
the British. This I declined to do, but emphasized the need for an 
immediate modus vivendi. | explained the disastrous results that 
would follow a shut-down of the refinery, not only in the immedi- 
ate effect on the Iranian economy but in the problem of getting the 
business going again. I explained the difficulty of bringing an oper- 
ating organization together again and of selling oil after the 
market had been taken over by other sources. Mosadeq took the po- 
sition that then Iran wid fall into Communist control. This he con- 
sidered was the obligation of the British and ourselves to prevent. I 
told him quite bluntly that while such a happening would be unfor- 
tunate for the free world it would be the end of his country. 

He appears obsessed with the idea of eliminating completely 
British Oil Company operations and influence within Iran, though 
willing to sell oil to them. I told him we could not associate our- 
selves with any proposal that treated the British with such lack of 
consideration. | emphasized the importance of free world solidarity 
and declined to believe a way could not be worked out by which 
Iran could get the essential benefit of British help for production 
and distribution and yet preserve the desire for control of Iranian 
resources and the elimination of the political influence which he 
considers the AIOC had exercised. (I will send further details of 
this conversation when the notes are written up.) 

I reiterated the immediate necessity for a temporary arrange- 
ment by which oil could begin to move promptly. Then there would 
be time to work out a permanent solution. In . ply to his request | 
agreed to consider with Grady whether we could make a suggestion 
for such a modus vivendi which might be acceptable to both par- 
ties. 
In spite of Mosadeq’s cordial attitude, | am gravely concerned 
over his rigid and adamant position, not only in regard to his objec- 
tives but also to the precise and impractical manner in which he is 
determined to attain them. 

The Shah seemed more vigorous than I expected. He is relieved 
that there is nothing basically wrong with his physical condition, 
and he has regained his strength following the operation. He dis- 
cussed the situation calmly, explained that unless a solution could 
be worked out with Mosadeg a very grave situation will be created, 
particularly since it would be difficult or impossible to replace the 
Mosadeq Govt unless there is a complete change of attitude in the 
country towards him and his program. 
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I will have a full talk with Grady today and decide what our 
next move should be. There is a slight possibility that Levy's con- 
versations with the Iraniar: officials may weaken Mosadeq’s confi- 
dence that he can “go it alone” without British cooperation in some 
form. 





[HARRIMAN] 
No. 43 
RRA 25537-1951 Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State 
TOP SECRET PRIORITY TEHRAN, July 19, 1951—noon. 


276. From Harriman for the President and Secretary. No distri- 
bution except as directed by Secretary's office. Grady had five 
friendly Iran political figures' to dinner Tuesday night? which 
gave me an informal opportunity to explain the economic conse- 
quences of oil shut-down and necessity of working out arrapye- 
ments in some form with British. They appeared to agree that a 
solution with British should be reached. They also said that the op- 
portunity provided by my presence must not be lost. On other 
hand, they pointed out that they had little influence on Mosadeg at 
moment and that he had captured popular emotion and wide- 
spread support. 

Wednesday morning Ala, Minister of Court, present Tuesday 
night, called on me. We had a long and frank discussion. He ex- 
plained the Shah's position, saying that he realized the issues at 
stake and yet could not safely take any direct action. The country 
is so strongly behind Mosadeg that no other individual could now 
obtain popular approval of a deal with British. He believes every 
effort must be made to persuade Mosadeq to be reasonable. Ala 
said that even Mosadeq could not repudiate the nine point Nation- 
alization Law but could interpret the points liberally and make ad- 
ditions. In any event British political influence in Iran affairs must 
be stopped both by oil officials and British Govt. He referred to 
“shooting trips” by Military Attaché which in fact were for purpose 
of contacting tribal leaders. 

I told him I had come to conclusion that only way to break im- 
passe was through govt to govt (British-Iran) discussions and sug- 





'Presumably this is the same group referred to in footnote 2, Document 18. 


2July 17. 
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gested the advisability of a member of British Cabinet coming to 
Tehran while I was still here. 

I said I was sure his govt could attain its political objectives as 
above, but the oil deal would be difficult considering Mosadeq’s ri- 
gidity. In answer to his question I pointed out new operating com- 
pany of Iran registry owned by British and perhaps other previous 
customers (consisting mostly of European subsidiaries of AIOC held 
solely or jointly with other international oil companies) could be or- 
ganized to act for a fee as agent to Iran National Oil Company for 
operation of oil fields am. refinery. Also a long-term contract with 
AIOC for sale of oil might be made at substantial discount from 
market. I told him bluntly that whatever the form of arrangement 
the oil companies in total would have to obtain equivalent of 50 
percent of the net receipts. This point we discussed at considerable 
length. I believe he understands clearly reasons and indicated that 
Iran Govt’s objective should be to sell largest volume of oil possible 
to produce maximum income regardless of percentages. 

Wednesday afternoon I was invited to meet separately the Presi- 
dents of Senate and of Majlis with a group of members of both 
Houses. At meeting with Senators over half of membership, about 
35, were present. Following several cordial and flowery speeches of 
welcome and expressions of respect for President Truman, I spoke 
at some length. After expressing US great interest in Iran and 
President Truman’s personal concern over present controversy and 
free world solidarity, I presented forceably the economic dangers of 
loss of their oil industry. I told them now that they had attained 
their political objectives through nationalization laws they must 
combine reason with enthusiasm and protect their oil income as a 
basis for economic development. From questions that followed I 
gained impression that they understood implications of what I had 
said. Individuals expressed privately to me their concern that the 
govt was being too rigid and had made mistake in rejecting oil com- 
pany’s last proposal out of hand. Several asked for further personal 
talks. 

Majlis group consisted of about dozen. Most of them made 
speeches to me of cordial but general nature. I said much the same 
as I had to Senate. The meeting was more formal and I could not 
appraise their reaction except for feeling that they all hoped that 
in some manner my mission would be successful. I am seeing Ala 
Thursday morning and Shah in afternoon. Also the mixed oil com- 
mission is calling on me later. I plan to see Mosadegq following day. 
I hope that some influence will by then have been brought to bear 
on him from my various talks. My objective will be to induce him 
to agree to immediate govt to govt talks with British and acquiesce 
to a British Cabinet Minister's visit to Tehran. If he should agree, 
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regarding which I am not at present optimistic, he cannot make 
rigid conditions of prior acceptance by British of his nine points 
nor can the British insist on observance of Hague Court recommrn- 
dations. 

If British Minister—preferably, I think, Gaitskell—would come 
without a fixed formula but with latitude to negotiate he might 
well be able to work out an acceptable deal, or at least a modus 
vivendi which could serve as a basis for a final agreement. 





[HARRIMAN] 
No. 44 
#88 2553 7-195] Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State 
TOP SECRET PRIORITY TEHRAN, July 19, 1951—4 p. m. 


285. From Harriman for the President and Secretary. No distri- 
bution except as directed by the Secretary's office. I have reported 
by separate telegram the general course of my discussions with Ira- 
nians.' It might be useful to outline to you some of the basic ele- 
ments of the situation which I have found and which must be 
taken into account in my efforts to work out some solution. 

There is complete unanimity of opinion among qualified Ameri- 
can officials that Mosadeq is strongly supported by very large ma- 
jority of Iranian people, and no Iranian program has ever been 
backed to the extent of his program to eliminate Brit influence in 
Iran and nationalize the oil industry. In whipping up public emo- 
tions on this issue, however, Mosadeq has created an atmosphere 
which has made it possible for extreme elements, both right and 
Communist, to establish situation under which it is practically im- 
possible for him substantially to retreat. While it is generally be- 
lieved that Mosadegq is the only man who cld make deal of any kind 
with the Brit without it resulting in strong opposition and violence, 
he cannot conclude an agreement which he cld not square with the 
nine points of the nationalization law. 

Mosadeq’s rigidity thus results as much from practical political 
factors as from his emotionalism. There is chance that he can be 
convinced to some extent upon the practical realities on the oil 
company operation, and that his emotions can to degree be tem- 
pered with realism. It is more unlikely, however, that he can be 





' Supra. 
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convinced that the political aspects of the problem wid permit him 
to seek an amicable settlement with the Brit which wid appear to 
involve concessions on his part. 

From my conversation with the Shah and Ala, it is clear that 
they believe the Shah cannot now afford to replace Mosadeq and 
install a more amenable govt, and US officials question his current 
power to do so in any event. Under the circumstances the less talk 
by the Brit and ourselves about possible change in govt, the better. 
If dangerous crisis is to be avoided we must try to deal with Mosa- 
deq, and every effort shld be made to find solution which will pro- 
tect basic Brit interests, but which will not admit that the nine 
points of the nationalization law are not being adhered to. Rather, 
results might be achieved through interpretation of law and per- 

The most encouragi*¢ factor that I can report at this time is that 
there is growing feeling among responsible Iranians that opportu- 
nity of settlement provided by my presence shid not be lost. 

[HARRIMAN] 





No. 45 
RRR 2552/7-1951 Telegram 


The Secretary of State to the ’mbassy in Iran’ 


TOP SECRET WASHINGTON, July 19, 1951—8 p. m. 
PRIORITY NIACT 

147. Eyes only Amb and Harriman. Fol tel contains substance 
note just left with Secy by Brit Amb with respect to proposed with- 
drawal of Brit personnel from the Iran oil fields.* Amb advised 
that tel subsequently recd from Shepherd in Tehran suggests an- 
nouncement be made on Mon 23 Jul instead of Fri 20 Jul and the 
withdrawal begin on Tues 24 Jul instead of Mon 23. This change 
has subsequently been confirmed from London. There was indica- 
tion from Amb not completely clear from Shepherd in another tel 
that recommended delay is at least in part as result suggestion by 
Harriman, as a consequence of which Dept has reason to believe 
that you may both be apprised of Brit move. 





‘Drafted by McGhee, cleared by Bonbright and Matthews, and signed by Secre- 
tary Acheson. 

*Telegram 148, July 19, stated, inter alia, that due to the deteriorating situation 
in the oil fields instructions were being sent to withdraw British personnel begin- 
ning July 23. (888.2553/7-1951) Ambassador Franks’ note is in file 888.2553 AIOC/7- 
1951. 
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Amb was advised that if withdrawal of Brit personnel, which was 
assumed to mean oil fields and not refinery area, was for tactical 
purposes that Dept position wid be same as that conveyed to Amb 
at mtg with Harriman Jul 12 namely that we felt best Brit policy 
was to hold on in Iran by keeping employees on jobs as long as 
physically possible and particularly to make no move which wid 
have effect of putting increased pressure on Iranians during Harri- 
man discussions. Amb was advised that info contained in last two 
tels from Harriman, Embtels 276 and 285 Jul 19,* gave us suffi- 
cient encouragement to propose this course of action even more 
strongly. If, however, the move was dictated by considerations of 
safety of personnel then Dept understood that Brit Govt may find 
it necessary to go ahead with proposed action. Amb advised that 
from the info available to him, particularly that from Kermanshal 
indicating steady deterioration of conditions affecting Brit person- 
nel, that he believed move to be dictated by considerations of 
safety. He did indicate, however, that the probable effect of the 
move on the Iranians might have played some small part in the de- 
cision. Dept requested permission advise Harriman and Grady ur- 
gently of the proposed Brit move so that they wia have opportunity 
to present their views with respect to the move to Shepherd who 
cld in turn relay them to Brit Govt before final announcement is 
made. It was suggested that if Brit Govt cld not delay proposed 
move perhaps they might at least leave timing to Shepherd who 
might be guided by Harriman talks with Mosadeq scheduled for 
Sat. Amb impressed upon Dept and Dept wishes to impress upon 
Emb importance of extreme secrecy in this matter in light of 
danger to personnel and success of move event of premature leak. 

ACHESON 





*Document 43 and supra 





#8R 25537-2051 Telegram 


The Special Assistant to the President (Harriman) to the 
Department of State 


TOP SECRET PRIORITY Tenran, July 20, 1951—11 a. m. 


287. From Harriman for the President and Secretary (no distri- 
bution except as directed by the Secretary's office). Ala told me 
Thursday morning’ that Mosadeq had been persuaded to receive, if 





‘July 19 
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we cid arrange it, a British Cabinet minister without prior condi- 
tions to discuss relations between the two countries. 

When I called on Mosadegq, however, he told me this was not so. 
He maintained he cid only receive a British rep if the British rec- 
ognize in advance the nationalizati a law. In a long argument I 
pointed out that if he took this rigid position the British wid stand 
vn the court decision, and the impasse wid continue with increas- 
ingly dangerous consequences. He appeared anxious not to have me 
leave this mtg with a co:npletely negative reaction and said that he 
wid discuss the m*tier with Shah and his associates. | ¢~imed the 
impression that he was in fact afraid of violent public reaction if 
he appeared publicly to be giving in to the British. 

When I reported the conversation to the Shah Thursday after- 
noon, who also received me in bed due to slight fever, he said that 
he wid talk to Mosadeq Friday and use his influence to induce him 
to recede from his position. 

Later Thursday evening Busheri, Minister Roads, who has been 
assigned to stay with me, said that he had seen Mosadeq after my 
call and what Mosadeq now has in mind is that he wid receive the 
British minister if the British make clear their acceptance of na- 
tionalization in principle. I have found that Iran officials have 
doubts that British have in fact accepted the principle of national- 
ization even with ref to the nine point nationalization law. They 
consider they have no clear-cut communication to that effect. 

If it develops that Mosadeq will agree to accept the suggestion of 
a visit by a British minister, | am counting on your support in in- 
ducing the British to send a minister of standing with authority to 
negotiate on a broad basis and without demanding prior conditions. 
Also the British shld not make public statements inimical to their 
negotiations and the situation here such as implying that Mosadeq 
is yielding to pressure. 

In my discussion with British Ambassador on Tuesday he agreed 
that the best hope of coming to an agreement was through the visit 
of a British minister. I have not however discussed the subject with 
him since, as my talks with Iranian officials have so far been in- 
conclusive. 

I had a long discussion with the mixed oil committee of the 
Senate and Majlis late Thursday afternoon and found most of them 
more concerned and open-minded than | had expected.” 

[HARRIMAN] 





*The meeting took place at 6 p. m. at the Sahebgaranieh Palace. Attending for 
the United States were Harriman, Rountree, Levy, and Howe; for Iran, Senators 
Morteza Bayat, Ahmad Matin-Daftari, Rezazadeh Shafag, and Mohammad Soruri, 
Deputies Nasr Qoli Ardalan, Mohammad Moazami, and Seyid Ali Shayegan, and 
Hassibi. A memorandum of the conversation is in file 888.2553/10-1051. 
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No. 47 


AHH 2555/7-206) Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State 


TOP SECRET PRIORITY Tenran, July 20, 1951—3 p. m. 


301. From Harriman for President and Secretary. (No distribu- 
tion except as directed by the Secretary's office.) | am greatly dis- 
turbed by Iran Government's action in cancelling Seddon’s resi- 
dence permit.' I fully understand adverse reaction this will have in 
London; also I am surprised that the government did not consult 
me before making this move. On other hand, certain realities of 
the scene here should be understood. There is the most wide-spread 
determination to end British political interference and particularly 
that of the oil company. Whether it is true or not the Iranians are 
firmly convinced that Seddon is continuing political intrigue. Un- 
fortunately I did not learn of the decision to expel Seddon until 
after I had seen Mossadeq on Thursday. I spoke, however, to the 
Shah about the damaging effect of this action at this time. He ap- 
peared not to have heard of it. 1 have also spoken to Minister Bu- 
sheri, who said that he would pass on my feeling and attempt to 
obtain for me accusations against Seddon. There is another factor 
which should be understood, that Mossadeq and his associates are 
afraid of British and also afraid to give impression that I am dictat- 
ing their political actions. This, I believe, is a combination of their 
own feeling of insecurity plus the knowledge that any indication of 
weakness on their part will touch off public resentment which 
would be exploited by extremists on both sides, the extreme Na- 
tionalists and the Tudeh Party. I can not guarantee any results 
from my visit. On other hand, I can say that there is a growing 
group that are urging government to seize my presence as perhaps 
last opportunity to re-establish relations with the British and work 
out a solution. Impulsive expressions of resentment on part of Brit- 
ish, in my opinion, will only have the effect of reducing the influ- 
ence of these people and encouraging extremists. Then the govern- 
ment will be more afraid than ever to make an effective gesture 

I plan to see the British Ambassador shortly and will ask him 
whether there is anything useful he thinks I can do at this end. I 





‘On July 19 the Iranian Government revoked Seddon's residence permit. Three 
days later, apparently due to the protests of Harriman, Seddon's permit was re 
turned. (Telegram 316 from Tehran, July 21; 888.2553/7-2151) 
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have received your two messages, 147 and 148, July 19.* I have pre 
viously urged British Ambassador to delay evacuation of British 


this morning that the Commons debate on Iran has been postponed 
until Mon, July 23 and that it is understood no action regarding 
evacuation will be taken until after this debate. | will also discuss 
this matter further with British Ambassador. 

Reports indicate that morale among British personnel, both in oil 








[HARRIMAN] 
*See Document 45 and footnote 2 tnereto 
No. 48 
AAA 2558/7-2151 Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State 
TOP SECRET PRIORITY TenRan, July 21, 1951—2 p. m. 


314. From Harriman for the President and Secretary (no distri- 





"Levy and Hassibi had their second conversation on July 18 and their third on 
July 20. Memoranda of these two conversations, largely concerned with the techni- 
cal and economic aspects of the oil industry, are in file 888.2553/10-1051 
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along the lines of the proposal Jackson was prepared to negotiate.* 
The importance of this is that Hasibi is Mossadeq’s most intimate 
adviser on oi] matters and has been most rigid in his prior talks 
with Levy. Another indication of progress which I told the British 
Ambassador was that Busheri this morning (Saturday) asked Levy 
for an outline of the terms of the Venezuelan arrangement and 
said that he has been with Mossadeg until | o'clock last night and 
was proceeding this morning to meeting with the Shah. Busheri 
also is Mossadeq intimate. 

The British Ambassador agreed to telegraph his government out- 
lining the above and recommending that the debate be postponed 
for few days or, if that was impossible, that Morrison state clearly 
the British stood ready at any time to renew negotiations. I main- 


to Morrison, if he felt it necessary giving as an explanation for the 
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No. 49 
we 8 7 2 Telewram 
The Special Assistant to the President (Harriman) to the 
Department of State 
TOP SECRET PRIORITY Tenran, July 22, 1951—noon. 


321. From Harriman for the President and Secretary (no distri- 
bution except as directed by Secretary's office). | saw British Am- 
bassador again last evening (Saturday'). He said that although Ira- 
nian Government had informed him Seddon would be permitted to 
remain in Iran, London would be much exercised over the accusa- 
tions against Seddon. Foreign Minister had told British Counsellor 
that Seddon had gone to Abadan incognito and met with question- 
able characters there and inferred possible involvement in recent 
tragic public demonstration in Tehran.? British Ambassador had 
reported this and he felt sure Morrison would be incensed. | cannot 
understand why Shepherd has not gone to Foreign Minister him- 
self and insisted on retraction of extreme charges rather than 
simply reporting incident which he knows will creave trouble. 

I told him in general of my talks with oil commission. He feels it 
would be better for first talks to be on government-to-government 
basis. | agree, providing responsible British Minister visits Tehran. 
He also said that the British Government would insist on return to 
status quo before any talks could be agreed to. | said this would be 
impossible and asked him to explain his reasoning. He then said 
that at least the government instigated anti-British propaganda 
and the indignities to British personnel must stop. To this | agreed 
and said | would take this up with the Iranian officials when it 
seemed propitious 

British Ambassador expressed regret at Abdullah assassina- 
tion*’—particularly at this moment when Jordan Ambassador was 
delivering message from him to Shah and Mossadeq urging them to 
settle oil dispute with British. I am sure that this message will not 
only do no good but will cause resentment. The Iranians will re- 
ceive message simply as another indication of British pressure. 

During the discussion | expressed the opinion that Mossadeq was 
in foct afraid of the fanatical religious leaders and also the ex- 
treme nationalist groups. Shepherd agreed... . 


‘July 21 

"Presumably a reference to the riots in Tehran on July 15 during which several 
people were killed and scores arrested 

‘King Abdullah of Jordan was assassinated on July 20 
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I am fearful that Shepherd’s expectations may be shared in part 
at least by London, whereas it seems clear that British must adjust 
themselves to the realities of the situation that exists in this coun- 
try, if they are to save their oil business and prevent the develop- 
ment of serious political consequences here. 





[HARRIMAN] 
No. 50 
MAA 2553/7-2251 Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State’ 
TOP SECRET NIACT TEHRAN, July 22, 1951—7 a. m. 


322. From Harriman for the President and Secretary. No distri- 
bution except as directed by the Secretary's office. Ala called me 
this morning? at direction of Shah to inform me of developments. 
He said Shah had told Mosadegq that he must come to settlement of 
the oil problem since the economic welfare and development of 
Iran depended on oil income. Mosadeq asked if he should resign. 
Shah answered in the negative but that he wanted Mosadeq to 
work out settlement and Mosadeq agreed. Mosadeq then had meet- 
ing with Mullah Kashani and National Front leaders and obtained 
their approval. This has been confirmed to me by Busheri. Busheri 
also told me this morning that it had been decided to attempt 
through me to arrange for visit of British Cabinet Minister with 
representative of oil company accompanying if desired. He said he 
believed I would be so informed officially by the Mixed Oil Commit- 
tee representatives who call on me this afternoon and this commit- 
tee would discuss ways to make arrangement. 

Later this morning the British Ambassador called to tell me he 
had protested to Foreign Minister account unjust charges against 
Seddon. He explained that they were not true and expressed hope 
of that in future Foreign Minister would advise him of any com- 
plaint against British residents before taking action. Foreign Minis- 
ter maintained he himself knew nothing of the Seddon case till 
after incident and confessed inability to obtain such information as 
the Minister of Interior acted on his own without consultation with 
him. He agreed, however, to see what he could do to avoid further 
misunderstanding. 





‘Repeated to London eyes only for the Ambassador. 
*Saturday, July 21. 
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British Ambassador then showed me two telegrams, one from the 
oil fields in which British manager expressed his concern over in- 
creasing interference with British personnel and urged immediate 
steps for phased withdrawal. The second was from British Foreign 
Office stating in substance much as they appreciate my efforts they 
did not feel they could refrain from early action account above in- 
formation from field. Foreign Office asked for latest info as to my 
progress by Sunday evening so that Cabinet might consider it at 
meeting to be held Monday morning. I gave British Ambassador 
general substance of what I have reported above and asked him to 
urge few days delay. He said he would report what I told him and 
seemed much impressed particularly by Mosadeq’s meeting with 
extreme nationalist group. | emphasized need for secrecy on this 
point. 

When I asked his advice on the best way to arrange opening of 
Iranian-British negotiations, he thought up all kinds of conditions 
on which his government would insist, such as status quo according 
to court decision, advance commitment that Jackson’s terms be ac- 
cepted, etc. I told him bluntly he then might as well forget about 
the oil business. I pointed out Iranians had dropped insistence of 9- 
point law, and had accepted without contradiction my statements 
that this was the way Iranians felt and said they blamed the oil 
company and financial terms could not exceed those in other oil 
producing countries. I emphasized the particular concern of Irani- 
ans was to make sure that Iranian National Oil Company should 
control general policies but I told him I had insisted that day-to- 
day operations must be ieft to operating company under the agreed 
upon policies. 

I told him in general terms Iranians felt rightly or wrongly that 
oil company had in the past interfered in internal politics. He 
agreed that this was the way Iranians felt and said they blamed 
the oil company for all ills of country. 

I agreed, however, to take up with Oil Commission the question 
of relieving tension in oil fields and Abadan and suggested that 
then he himself could discuss detailed British complaints. 

I maintained that the quicker British representative came to 
Tehran the better and that in my view was the only way to reach 
satisfactory solution. 

If attempts were made for prior commitments, there would be 
endless sparring, whereas with the improving atmosphere here for 
quick solution, favorable results might be achieved through direct 
discussions. He made no comment to my statement that the visit of 
Cabinet Minister was in my opinion the only real way to reestab- 
lish favorable relations, and obtain quickest action. 
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I hope that Washington and London will urge British in strong- 





*This telegram was received at 2:13 p. m. At 10 p. m. the Department of State 
cabled Gifford asking that he see Morrison and urge him to accept the recommenda- 
tions set forth in this telegram. Gifford was also informed that the same request 

Franks. (Telegram 511 to London; 885.9553/7-2251) On the fol- 
lowing day Gifford reported that the British Cabinet had ag:cc? to postpone any 
statement on Iran at least for 24 hours. (Telegram 428 from London; %88.2553/7- 





No. 51 
SRR 25537-2351 Telegram 


The Special Assistant to the President (Harriman) to the 
Department of State 


TOP SECRET PRIORITY TEHRAN, July 23, 1951—11 a. m. 


324. From Harriman for the President and Secretary. No distri- 
bution except as directed by Secretary's office. I met (Sunday after- 
noon?) with representatives of Mixed Oil Commission and Minis- 
ters of Finance and Roads. They had just come from meeting with 
Prime Minister and handed me draft of statement indicating condi- 
tions under which talks with British would be held. Draft, after 
amendments made during course of our meeting, said that on the 
assumption British Government recognizes nationalization of oil in- 
dustry in Iran, Iranian Government wid be disposed start talks 
with delegates of British Government acting on behalf former 
AIOC, and to discuss other matters of mutual interest between two 
governments. 

I pointed out while I believed British Government would be will- 
ing to accept principle of nationalization, as I had previously said, 
proposed statement would appear require them to go considerably 
beyond that and might be interpreted as meaning British had ac- 
cepted Iranian nationalization laws. Iran representatives said this 
was not intention but that while they could not include wording 
which implied they were repudiating nine-point law, they were not 
asking British to accept it. In their earlier discussions with their 
colleagues and the Prime Minister, however, it was the view that 
stating ‘the principle of nationalization’’ might be interpreted as 





‘Repeated to London eyes only for the Ambassador. 
2July 22. 
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“some form of nationalization’. This they maintained public opin- 
ion would not permit them to accept. 

As they could suggest no alternative wording which would meet 
Iranians’ objective and at same time give promise of British accept- 
ance, I stood on the position I had taken yesterday, namely “the 
principle of nationalization”. Iranian representatives agreed to dis- 
cuss the matter with their colleagues and let me know their deci- 
sion tomorrow afternoon. 

My impression based upon private remarks by several members 
is that the group did not in fact expect that statement as drafted 
would be considered by me acceptable to British, but that it was 
presented for trial purposes to placate more rigid elements in com- 
mission. I am hopeful that matter will now be decided along lines 
which I think should be acceptable. 


In discussion Iranians agreed that first subject for discussion 
with British should be agreement on modus vivendi to get oil 
moving and to accomplish this they recognized that they would 
have to deal with the operating organization. 

I raised question of relieving tension and improving morale of 
British personnel. After discussion they felt best way was to come 
to quick conclusion on inviting talks with British and then they 
could discuss with British Ambassador practical steps to relieve 
tension.*® 

[HARRIMAN] 





*Harriman’s message was received in the Department of State at 9:32 a. m. on 
July 23. At 7 p. m. the Department of State cabled Gifford, stating that the talks in 
Tehran had reached the crucial stage and that it was essentia) that the British take 
no action which might aggravate the situation. Gifford was instructed to approach 
the Foreign Office along these lines, if he felt it was necessary, and persuade the 
British to delay further the announcement of the withdrawal of the technicians. 
(Telegram 531 to London; 888.2553/7-2351) 
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RBR.2553/7-2451 Telegram 


The Special Assistant to the President (Harriman) to the 
Department of State’ 


TOP SECRET NIACT TEHRAN, July 24, 1951—11 a. m. 


340. From Harriman for the President and Secretary. No distri- 
bution except as directed by the Secretary’s office. Iranian Cabinet 
met most of Monday over questions which Oil Committee discussed 
with me on Sunday and reported in my telegram 324 of July 23.? 
Finance Minister and representatives of Oil Committee met with 
me late Monday afternoon.* They reported to me Cabinet had 
agreed to inclusion of the word “principle” and gave me draft of 
formula for meeting with British as follows: “In case the British 
Govt on behalf of the former Anglo-Iranian Oil Company recog- 
nizes the principle of nationalization of the oil industry in Iran, the 
Iranian Govt would be prepared to enter into negotiations with the 
representatives of the British Govt on behalf of the former compa- 
ny.” 

They explained omission of reference to discussion of any other 
matters of mutual interests referred to in my above telegram was 
only because Oil Committee had no competence in anything except 
oil but that govt would, of course, be ready to discuss any such 
matters. They then said in order that I might be fully informed of 
attitude of Iranian Govt and Cabinet had decided that I should be 
given translation of minute of meeting at which above decision was 
made and approved by entire Cabinet and Oil Committee. 

This minute, in addition to setting forth as point (1) the above 
quoted statement, included the following points: (2) before sending 
representatives to Tehran British Govt should make formal state- 
ment of its consent to principle of nationalization of oil industry on 
behalf of former oil company, and (3) by the principle of national- 
ization of oil industry is meant proposal which was approved by 
special Oil Committee of Majlis and confirmed by law of March 20, 
text of which proposal is: “In the name of the prosperity of Iranian 
nation and with view to helping secure world peace we, the under- 
signed, propose that oil industry of Iran be declared as nationalized 
throughout all regions of country without exception, that is to say 





Repeated to London eyes only for the Ambassador. 


i 

® Supra. 

®The meeting took place at 6:30 p. m., July 23. At the same time Levy and Howe 
met with Hassibi to discuss the world oil situation in the event that Iranian oil were 
not available. A memorandum of their conversation is in file 888.2553/ 10-1051. 
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all operations for exploration, extraction and exploitation shall be 
in the hands of the government.” 

Continuing under (3) minutes said: “In this connection for Mr. 
Harriman’s further info, copy of note which representatives of 
former oil company submitted to Iranian Government on their 
methods of accepting principle of nationalization of oi] industry, 
which note was not acceptable, is enclosed (Jackson’s proposal*).” 

They explain that only formula in first para above was intended 
to be formally communicated to British, and that points (2) and (3) 
were being communicated to me only in order that I might know 
the basis for their conclusion. 

I told them that I would of course have to inform British Govern- 
ment of this minute which they had given me and that I was sure 
as it stood it would make proposal under point (1) unacceptable to 
British Government without likewise making qualification on its 
part. I explained British Government could not be expected to 
accept by implication this law without clear understanding of its 
interpretation. I emphasized difference between acceptance of prin- 
ciple of nationalization and acceptance of law. They stated they 
were only referring to first law and not to nine-point law and to 
them first law merely established principle of nationalization. I 
said, for example, that phrase “in the hands of the Government”’ 
could be implemented in number of different ways and British Gov- 
ernment obviously could not agree in advance of negotiation upon 
manner of carrying it out. I said further that they had led me to 
believe they were prepared to consider foreign-owned company to 
act as agent for Iran National Oil Company in conducting oper- 
ations in Iran and asked whether this was within their interpreta- 
tion of the above language. They replied “the hands of’ might 
equally well be translated “under authority of’ and, therefore, 
such an arrangement they considered would be possible. They em- 
phasized that Jackson’s proposal was objectionable because they 
considered it was AIOC “appearing with different face”’. 

All Iranian officials, even those considered most friendly to Brit- 
ish, are determined Government should have sufficient control 
over operations so as to avoid political activities in which they con- 
tend company has historically engaged. I pointed out to them that I 
had consistently maintained this subject was one which they could 
not discuss with me but had to work out in their negotiations with 
British. 

Returning to their proposal they suggested I pass it on to British 
and obtain from British Government its reaction questions or com- 
ments. I declined to do this on grounds it would lead to endless 





*See Document 29 
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communications on subjects which should be matters for negotia- 
tion after British had come to Tehran, and also that this would 
place me in position of mediator which I was unwilling to assume. 
After considerable discussion I said I would be prepared to do fol- 
lowing: 

(a) Advise British Government of Iranian Government’s formula 
for arranging meeting with British as quoted in first paragraph 

(b) Inform British Government of Cabinet minute which, because 
ind B ich should the on EE — niaiog oat 

ri ment recognizing - 

ciple of siiieadiation on half of AIOC. _— 

(c) In connection with third point of Cabinet minute I must be 
authorized to advise British rnment that “Iranian Govern- 
ment is prepared to negotiate the manner in which the law will be 
carried out insofar as it affects British interests’’. 


The Committee agreed to (a) and (b) but pointed out they could 
not speak for government regarding (c). This matter was subse- 
quently discussed at Cabinet meeting and I have been advised by 
Minister Busheri that government has now authorized me to make 
statement contained in (c). 

Throughout our discussions representatives of Iran Government 
have frequently stated they believed if member of British Govern- 
ment came to Tehran with good-will and understanding of national 
aspirations of Iranian peoples settlement could be found satisfac- 
tory to both sides. This was reiterated several times at our last 
meeting. I believe this is so, provided British Minister approaches 
negotiations with flexible point of view and is prepared to take into 
account very strong public emotion which is roused throughout the 
country. 

In opinion of all Americans here and responsible Iranians with 
whom I have talked, any Iranian Government, whether it be that 
of Mosadeq or someone else, cannot run counter to this emotion. 
Levy and I have consistently made it plain that Iranian Govern- 
ment could not expect to obtain financial return greater than that 
of other countries under comparable conditions. We have also made 
it plain that the operation in Iran must be run on an efficient basis 
and this could only be accomplished through foreign-owned compa- 
ny operating with freedom in day to day management though 
acting under policy principles established by government or Na- 
tional Oil Company. 

The question that appears to give Iranians greatest concern is 
how they can prevent AIOC from returning under different guise 
and operating politically in manner in which they maintain has 
been the case in the past; also, manner in which arrangements 
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could be worked out and not give appearance of setting aside na- 
tionalization law. I believe they recognize that they cannot conduct 
operations but want access to all information and supervision 
beyond board membership as was set forth in Jackson’s proposal. 
They also want training of Iranians for increasingly important ad- 
ministrative and technical positions as they qualify. 

I believe they now understand they are dependent upon AIOC 
for shipping and marketing. If British agree to negotiations I be- 
lieve it would be well for them to be prepared to include, if compa- 
ny to operate within Iran, certain interests in addition to AIOC, 
such as Shell or AIOC affiliates in other countries. I am in no sense 
suggesting inclusion of any American interests. 

It is my impression that atmosphere exists in Tehran today in 
which British can make satisfactory settlement and I doubt wheth- 
er as favorable situation will present itself again. With all of the 
increasing difficulties and grave dangers involved in delay, I be- 
lieve the sooner member of British Government with appropriate 
advisers, including representative of AIOC, comes to Tehran the 
better it will be. Although this proposal will not be all that British 
would like I strongly recommend that it be accepted if at all possi- 
ble.® 

In phrasing the proposal Iranians obviously had in mind the last 
paragraph of British Ambassador's aide-mémoire of May 24° to For- 
eign Minister suggesting sending of government mission to Tehran 
headed by member of government. I am informing British Ambas- 
sador here early Tuesday morning. I recommend that you discuss 
matter fully with Franks in Washington and instruct Gifford to 
discuss it with British, urging them to accept.’ 





SAt 1 p. m. Harriman transmitted the following: 

“I omitted from my telegram earlier today reference to discussions with mixed oil 
committee regarding ICJ decision. Up to this time Brit have stuck to the court's de- 
cision, which I have pointed out to Iranians, while Iran Government has rejected 
that decision and has strictly adhered to nine-point nationalization law. It has been 
with considerable difficulty that Iranians have been persuaded not to insist upon 
nine-point law as basis for discussions with British and it is obviously equally impor- 
tant that the British not interject the ICJ court's decision in their reply to Iran Gov- 
ernment's offer of discussions. This does not mean, of course, that either side has 
repudiated its position if no settlement is reached in negotiations.” (Telegram 347; 
888.2553/7-2451) 

*Presumably Harriman is referring to the aide-memoire of May 19, see footnote 4, 
Document 21. 

"At 7 p. m., July 24, the Department of State cabled Gifford and asked him to 
communicate the substance of this telegram to Morrison and urge him “as forceful- 
ly as possible” to accept the Iranian proposal. Gifford was informed further that this 
seemed likely to be the best offer and that the Department of State was taking simi- 
lar action with Ambassador Franks. (Telegram 562; 888.2553/7-2451) 
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Although it is better psychologically for me not to leave here, I 
am prepared to go to London on short notice if it is considered ad- 


visable. 
[HaRRIMAN] 





No. 53 
WHR 2553/7-2451 Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State’ 


TOP SECRET PRIORITY TEHRAN, July 24, 1951—3 p. m. 


352. From Harriman for the President and Secretary. No distri- 
bution except as directed by Secretary's office. | gave the British 
Ambassador this morning formula for meeting as proposed by Ira- 
nian Government and translation of Iranian Cabinet minute; also 
my language of (a), (b), and (c) included in mytel 340,? which Irani- 
an Government has authorized me to pass on to British Govern- 
ment. In addition, | went over with him the substance of all of mat- 
ters included in my telegram referred to above and supplementary 
telegram referring to Court decision.* 

He said that he thought his government might well wish to have 
included “and to discuss matters of mutual interest to two govern- 
ments”. I told him I felt sure Iranian Government would agree. He 
thought his government would question the language “on behalf of 
the AIOC”. He pointed out “the lesser (AIOC) was included in the 
greater (British Government)’. | explained the significance | 
thought the Iraniais attached to this was on account of their prior 
position that dispute was with oil company and not British Govern- 
ment. He said this was no time to take legalistic position. I also 
told him that I felt sure Iranian Government would interpret my 
use of the word “law” in (c) as abbreviation for language of third 
point of Cabinet minute: “The proposal which was approved by 
Special Oil Committee of Majlis and was confirmed by law of 
March 20”, the text of which was quoted. 

He appeared to agree when | said that present atmosphere was 
more favorable to satisfactory settlement than was likely to exist 


again. 





‘Repeated to London eyes only for the Ambassador 


2 . 
*Not printed, but see footnote 5, supra 
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He responded to my explanation of Iranian worry about alleged 
AIOC political activities by saying that this could be worked put 
between governments. 

I emphasized importance to Iranians that AIOC cid not appear to 
be returning only in a different form. His first response was that in 
fact if not form this was inevitable. I said that in my opinion a 
change of both form and substance was necessary; that on form use 
of language conforming as far as possible to Iranian public sensi- 
bilities was particularly important; and that on substance British 
should negot with flexibility, bearing in mind necessity of efficient 
operations but recognizing that Iranians must have more participa- 
tion in policy principles than contemplated by Jackson proposal for 
several directors in operating company. 

He showed particular interest in what Levy and I had constantly 
told the Iranians regarding essentials which they would have to 
accept as basis for arrangement and asked if Iranians had accepted 
these. I told him I could not give a definite answer but pointed out 
that Iranians were asking for meeting even though they know 
clearly my position and had frequently stated that if the British 
mission came to Tehran, they were hopeful a solution could be ne- 
gotiated. 

When I told him I was prepared to go to London if advisable, he 
agreed there would be a “psychological letdown” if I left here. 

He said he would get all of the above off to London. Although his 
general attitude appeared to be receptive, | obtained no clue as to 
what his recommendations will be regarding British reply. 

I hope Gifford, without awaiting instrs from Washington, will 
now inform British that he is prepared to discuss Iranian proposal 
with them after they have received message from their Ambassa- 
dor here and hope they will not formulate reply before he had had 
opportunity to discuss it fully with them. I suggest Gifford urge 
British reply in form and spirit which Iranians can accept and be 
conducive to most friendly atmosphere for negotiations on arrival 
British mission. 


[HARRIMAN] 
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WAR 25537-2551 Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State’ 


TOP SECRET PRIORITY Tenran, July 25, 1951—4 p. m. 


380. From Harriman for the President and Secretary. No distri- 
bution except as directed by the Secretary's office. | am naturally 
concerned over two subjects. First, whether British Government 
fully understands disastrous consequences of failure to accept in 
friendly manner gesture of Iranian Government contained in pro- 
posal for negotiations through government mission and whether 
British will not try to spar on conditions which I believe will get 
them nowhere and will destroy atmosphere essential to successful 

British shld realize extent Iranian Government has retreated 
from previous rigid positions: (a) Non-insistence on prior accept- 
ance of nine point nationalization law; (b) Readiness to negotiate 
manner in which first general nationalization law of March 20 is to 
be carried out; (c) Agreement to negotiate with British Government 
instead of oil company although insisting that such negotiation be 
on behalf of company; (d) Apparent readiness to negotiate for for- 
eign-owned company to operate within Iran as agent for National 
Oil Company; (e) Recognition of Iran's dependence upon good will 
of foreign companies for shipping and foreign outlets; (f) Readiness 
to negotiate after clear and repeated statement by me that govern- 
ment cannot expect greater income than other producing countries 
under comparable circumstances; and (g) Acceptance of principle 
that they must deal with AIOC in working out above arrangements 
in spite of widespread hatred and distrust of company. 

I earnestly hope you and Gifford will continue to use maximum 
influence to prevent British from trying to settle any substantive 
question before Minister's arrival Tehran or to discredit Iranian 
Government before people by demands such as for returning man- 
agement of oil operations to British before negotiation. Report 
coming to me from objective American newspaper correspondent 
recently returned from south is that, although morale of British is 
extremely low, this is due to discouragement that British Govern- 
ment has not taken direct action and to indignities of having Irani- 
ans “push them around.”’ Incidents have been magnified by compa- 
ny officials whereas correspondent calls them to considerable 





‘Repeated to London eyes only for the Ambassador 
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extent “pin pricks to pride.” It is difficult in Tehran to appraise 
charges and countercharges as between British and Iranians al- 
though there is no doubt that Iranian Government has acted un- 
wisely to say the least, and extremists such as Makki have been 
arrogant and provocative. 

Secondly, if British agree to send mission, the selection of Minis- 
ter to head it is of utmost importance. I can think of only two, Mor- 
at UN speak well of him but I have had no direct dealings with 
Shawcross and therefore have no cpinion. | feel perhaps Gaitskell 
wid be best man. On other hand Morrison has more prestige. 

[HaRRIMAN] 





No. 55 
88K 2553 7-255] Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State' 


TOP SECRET PRIORITY Tenran, July 25, 1951—10 p. m. 
382. From Harriman for the President and Secretary. No distri- 
bution except as directed by Secretary's office. Brit Amb gave me 
Tuesday afternoon’ fol msg he had received from FonOff, dis- 
patched prior to receipt of Iranian proposal submitted thru me:* 


“Public opinion in UK wid not tolerate visits of Min to Tehran in 


resume operations under its own t and interference 
with its staff must cease; (b) there must be no attempt by devices 
such as new forms of tanker receipts to prejudice legal position of 
company while discussions continue, (c) must be understood mis- 


sion w with Persian Govt and not members of oil com- 
mission; (d) Persian Govt shid signify in advance their willingness 
to discuss oil ee ee eee oe on prior ac- 


ceptance of terms of natioralization law (nine point law). If these 
conditions fulfilled we wid of course be prepared to agree that dis- 
gunttene obid bo on beats of om assntense of putnciols of uatlenal 
ization.” 





‘Repeated to London eyes only for the Ambassador 
*July 24 
"See Document 52 
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Brit Amb said points (c) and (d) were covered by proposal and (b) 
was not at present involved, which left point (a) at issue. I told him 
I cld not discuss point (a) with Iran Govt as I considered it subject 
for discussion after arrival of Brit mission with Iran Govt in seek- 
ing modus vivendi. | told him I had asked oil commission to take 
steps to relieve tension with Brit personnel in oil fields and 
Abadan, and that I planned to talk to Mosadeq to same effect at 
dinner that night. 

He agreed point (a) wid raise Court decision and | gathered he 
was going to discuss informally with one of Senators on oil commis- 
sion how relations cld be improved in south. 

Much to my surprise, Busheri came to me in haste Wednesday 
afternoon while I was with Grady at Emb to say that Mosadeq had 
told him Brit Amb had handed FonMin four point answer of Brit 
Govt to Iran Govt's proposal, and had said | had seen it and ap 
proved Shepherd's giving it to FonMin. He said Iran Govt had as 
notes of substance of msg and it was clearly the communication 
quoted above. | explained to Busheri that this was dispatched prior 
to receipt proposal and that | did not know Brit Amb was going to 
discuss it with Iran Govt before hearing from London on proposal, 
but thought he wid discuss only improvement of relations in south. 
I tried to reach Shepherd on telephone for explanation while Bu- 
sheri was there, but call did not come thru until after Busheri had 
left. Shepherd said he had taken msg up with FonMin informally 
to get his reaction and had explained to FonMin that it was sent 
before proposal had reached London. He said he wid get in touch 
with Busheri as soon as possible and make this clear. When I ques- 
tioned helpfulness of his having shown four point msg to FonMin, 
he answered that FonOff had asked him what was Iran Govt's reac- 
tion to mag, particularly on point (a). 

I see no useful purpose in Brit Amb carrying on discussions with 
Iran Govt paralleling mine at this stage, particularly on points al- 
ready covered by proposal submitted thru me. Such procedure may 
well destroy whatever usefulness my talks with Iran Govt may 
have been. | feel this shid be talked out frankly with FonOff. 

[HARRIMAN] 
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te 2543 7 28S Telegram 

a Se a ee a ee 
in Iran 


TOP SECRET NIACT Lonpon, July 26, 1951—9 p. m. 

29. For Harriman. Eyes only Grady and Harriman. I am just in- 
formed of Cabinet action. It is disappointing but perhaps not hope- 
less. Instructions have gone to Shepherd which he is to discuss 
with you before making any approach to Iran Govt. The instruc- 
tions include a note for Iran Govt which in its opening conforms to 
substance of draft quoted first paragraph my 28 (rptd Dept 501) 
yesterday.* However, Morrison feared, Cabinet insisted on some 
action on interference with British personnel before sending minis- 
ter; moreover, it seems to me Cabinet went dangerously further in 
also saying sending minister cld not be done while company’s oper- 
ations being interfered with. Also, Shepherd is instructed to make 
clear that UK cannot accept position under which the whole of the 
company's operations have been brought to a standstill and I un- 
derstand that Brit note wid say that UK wid expect Iran Govt to 
send instructions to their authorities in the sense that interference 
with company’s operations and restrictions with staff both be dis- 
continued. I protested vigorously that this sounded like the ICJ de- 
cision allowing company resume operations as before and thought 
it might well be disastrous. | was told that it is deliberate that no 
criteria were est forth as to what was meant or what would be 
needed to meet British wishes in this matter of company’s oper- 
ations. (Shepherd's instructions do not in fact make any mention of 
ICJ ruling.) 

On the whole, I concluded that the British wid like to see some 
concrete action in Khudistan that would show Iran is sincere in 
trying to work out deal with them. Shepherd will explain that ear- 
nest of Iranian good will wid be withdrawal of Makki and other 





‘Repeated to the Department as 543 eyes only for Secretary Acheson. the source 


*In 28 Gifford reporte’ that he and Morrison had considered a reply 
along the lines 

“The Brit Govt recognizes the principle of nationalization of oil industry in Iran 
and having been informed of Mr Harriman’'s discussions with Iranian auths is pre 
pared to send Blank to enter into negots with Iranian Govt on behalf of AIOC and 
to discuss matters of mutual interest to the two govts © 

Morrison told Gifford that the greatest difficulty would arise in the Cabinet meet- 
ing over the problem of interference with British personnel and indicated that he 
would recommend Gaitekell or Stokes as the Minister to go to Iran. (888.2553/7- 
2551) 
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trouble makers. It is important in showing that British hope nego- 
tiations will take place that Shepherd and Brit Consul General 
Khorramshahr have been instructed to try to persuade staff to stay 
on for nresent in spite of difficulties. 

Morrison wished me to convey to you his great appreciation of 
what you have done and are doing. I urged in conclusion that speed 
was of the essence as I thought that favorable situation in Iran 
which you had created wid tend to degenerate with delay. No 
public statement is to be made by British today and there is no de- 
cision on when one will be made.* 

GIFFORD 





*This telegram was received in the Department of State at 7:35 p. m. At 11 p. m. 
the Department of State cabled Harriman that the British response had caused 
“deep concern.” Since the principal British concern was physical interference with 
the oil operations, McGhee stressed to Ambassador Entezam, in a conversation on 
July 25, the importance of stopping such interference, and was awaiting Harriman’s 
views on whether anything further could be done to obtain Iranian concurrence 
without demanding additional formal concessions from Tehran. (Telegram 211 to 
Tehran; 888.2553/7-2551) A memorandum of McGhee's conversation with Entezam 
is in file 788.00/7-2551. 





No. 57 
RAR 2553/7-2751 Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State' 
TOP SECRET NIACT TEHRAN, July 27, 1951—8 a. m. 


397. From Harriman for President and Secretary; distribution 
only as directed by Secretary's office. For the last two days Brit 
Amb has been telling Iran officials that Brit Govt will not consider 
Iran Govt’s proposal unless Iran first agree to court decision or 
status quo, along lines of his statement to FonMin reported mytel 
to Dept 382, London 74 July 25.2 In accordance with my suggestion 
few days ago, the Shah also received him Thursday. 

I have succeeded so far in inducing Mosadeq to disregard these 
statements until hearing officially from London, as otherwise he 
wld have made aggressive statement to Majlis making more diffi- 
cult if not impossible Brit acceptance of proposal. 

Thursday*® evening Rountree called on Shepherd who reiterated 
these two alternatives. When Rountree pointed out political impos- 





‘Repeated to London eyes only for the Ambassador. 
Document 55. 
July 26. 
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sibility of these steps, and that if he continued insistence upon 
them the only result wid be Iran insistence on prior acceptance of 
9 point law, Amb said that he cld not recommend Brit Govt accept- 
ance of proposal, at least until tension was relieved in south. He 
minimized grave consequences of another impasse. 

Earlier Thursday afternoon I saw oil comm with FinMin and Bu- 
sheri to ask them to take appropriate steps to relieve tension. As 
Brit Amb had spoken to one of senators along lines stated in first 
para above, they were indignant and not in mood to make further 
gesture until Brit reply was known. They said that tension wid 
automatically be relieved if favorable response was received from 
Brit. At my earnest request, however, they discussed several ways 
this might be done at once and decided the only practical and polit- 
ical possibility was to ask Mosadeq to send msg to Abadan request- 
ing Irans to make every effort to create more friendly atmosphere. 
They agreed to discuss matter with Mosadeq Thurs night. 

In the frame of mind that Mosadeg is in as result of Brit Amb's 
conversations, all of which have been reported to him, I am not too 
optimistic as to Mosadeq’s reaction. 


[HARRIMAN] 





No. 58 
BAA 2553/7-2751. Telegram 


The Special Assistant to the President (Harriman) to the 
Department of State’ 


TOP SECRET NIACT TewrRAan, July 27, 1951—4 p. m. 


404. From Harriman for the President and Secretary. No distri- 
bution except as directed by the Secretary's office. British Ambas- 
sador and | have discussed his instructions received this morning 
along lines of Gifford’s telegram (29 to Tehran, 543 to Dept). We 





‘Repeated to London eyes only for the Ambassador. 
“Document 56. In telegram 546 from London, July 27, Gifford transmitted the fol- 
lowing text of the note which Shepherd was to deliver to the Iranian Government: 
“His Majesty's Govt have recd from Mr. Harriman proposals for negots between 
HMG and the Persian Govt re the dispute between the Persian Govt and the AIOC 
and for discussion of matters of mutual interest to the two govts. HMG are glad to 
avail themselves of this invitation. They recognize the principle of nationalization of 
the oil industry in Persia. 
“HMG are prepered to send to Tehran an official mission headed by a Minister 
for the purpose of these negots. It will be appreciated by the Persian Govt, however, 
Continued 
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both agree that these instructions both in substance and more par- 
ticularly in form, if presented to Iran Government, would cause 
breakdown in negotiations. Among other points, for example, Iran 
Govt would read wording of ending of “interference with compa- 
ny’s operations” as requiring prior acceptance of court decision or 
return to status quo as set up by Ambassador under point (1) of 
four point message despatched prior to receipt proposal.* British 
Ambassador and I agreed that it was difficult in reasonable time to 
get his instructions changed through tel communication and that 
best course was for two of us to leave tonight for London. Middle- 
ton, British Counsellor, was also present and he made some sugges- 
tions as to ways Commission might possibly meet situation from 
standpoint of both govts. 1 am hopeful that in personal talks with 
British Ministers with Shepherd present a practical solution might 
be worked out acceptable to British Govt and at same time possible 
of acceptance here. 

I am sure it is necessary to bring with me either British Ambas- 
sador or Counsellor Middleton in order that we can present com- 
bined views. .. . 

British Ambassador is asking London urgently for permission to 
return with me. We agreed press statement from here would be to 
effect that British Govt is considering Iran proposal and has asked 
for clarification on some matters which can be made more clear by 
personal discussions than by telegram. I am making a com.nitment 
to Iran Govt that I will return in order to avoid concern here. I will 
tell press I plan to be back Monday for large dinner including 
Majlis members being given for me by Iran Govt that evening. I 
think it important psychologically for me to keep this engagement. 

We should arrive London Heathrow Airport about 10 a. m. Sat- 
urday.* I request Gifford arrange meetings as he sees fit and am 
counting on his advice and help. I particularly want to see Morri- 
son, Attlee and Gaitskell and anyone else British desire. I will be 
accompanied by Mrs. Harriman, Rountree, General Landy, Colonel 
Walters and Levy. 

[HARRIMAN] 





that this cannot be done while the company’s operations continue to be interfered 
with and the company’s management and staff continue to be subjected to vexations 
and restrictions on their normal activities. Therefore, before HMG can consider the 
despatch of the mission they must request that the Persian Govt shid send instruc- 
tions to the competent auths to ensure that the present interference with the com- 
pany’s operations and the present vexations to the company’s staff are discontin- 
ued.” (888.2553/7-2751) 

*See Document 55. 

‘July 28. 
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888 2553/7-2751: Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State 


TOP SECRET PRIORITY TEHRAN, July 27, 1951—11 p. m. 


407. From Harriman for the President and Secretary. No distri- 
bution except as directed by the Secretary’s office. In my mtgs this 
afternoon with Shah and Mosadeg they both cordially received idea 
of my going to London upon my explanation that British Govt had 
questions concerning Iranian proposal which cld best be answered 
in personal conversations. 

Shah asked me to tell Prime Minister Attlee that he earnestly 
hoped British wid not find it necessary to impose conditions in ac- 
ceptance, as he is confident solution can be worked out after arriv- 
al of mission. He said conditions might make it impossible for Ira- 
nian Govt to accede and wid result in changed atmosphere here. 
He stated again Mosadeq was only man who cld make reasonable 
deal with British and said he (Shah) wid use his influence to that 
end. He urged me to stay during negotiations. 

My talk with Mosadeq was most friendly and personal one we 
have had. He agreed it was wise for him to make as few public 
statements as possible regarding Iranian Govt proposal, although 
he said he wid have to give confidential report in general terms to 
Majlis tomorrow (Saturday) as report already had been put off 
days. I re-emphasized importance of Iranian Govt doing its part in 
relieving tension in South.? 

[HARRIMAN] 





‘Repeated to London eyes only for the Ambassador. 
2A more extensive record of Harriman’s conversation with Mosadegq is in a memo- 
randum of conversation by Walters, July 27. (888.2553/ 10-1051) 
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SRR _2553/7-2851. Telegram 


The Special Assistant to the President (Harriman) to the Embassy 
in Iran* 


TOP SECRET  NIACT LonpDon, July 28, 1951—9 p. m. 


33. Eyes only for Ambassador Grady from Harriman. I met with 
PriMin, FonSecy and number of members of Cabinet this afternoon 
accompanied by Gifford. They expressed their desire to accept Ira- 
nian Govt’s proposals but are faced with difficult problem of Brit 
public opinion here and morale of Brit personnel in south. I hope 
Iranian Govt will recognize their position in a friendly spirit. 

I am authorized to deliver the following as Brit reply if Iranian 
Govt will make favorable response: 


“HMG have received from Mr. Harriman the Persian Govt’s pro- 
posals? for negotiation between HMG, on behalf of the Anglo-Irani- 
an Oil Company, and the Persian Govt, and for discussions of mat- 
ters of mutual interest to the two govts. 

HMG are desirous of 7 themselves of this invitation but it 
will be appreciated by the Persian Govt that the negotiations, 
which for their part will enter into with the utmost goodwill, 
can be conducted in a satisfactory manner only if the present ten- 
sion which exists in the south is relieved. On the assurance that 
the Persian Govt recognize this fact and will enter into discussions 
in the same spirit, a mission headed by a cabinet minister will im- 
mediately set out. 

HMG recognize on their own behalf, and on that of the company, 
the principle of the nationalization of the oil industry in Persia.” 


Brit have asked that foregoing be communicated to PriMin Mos- 
sadeq and that he be advised that if it is accepted by him, Brit mis- 
sion will depart within 24 hours. 

I would appreciate your taking this up with Mossadeq at earliest 
possible moment and that in your discussion with him you state 
that I earnestly hope he will respond favorably. It is of utmost im- 
portance that answer be received by me in London by Sunday 
night. 

You will know best how to deal with him, but you may wish to 
suggest brief answer along following lines: 

“The Iranian Govt is pleased that Brit Govt is sending a mission 


to Iran in accordance with the proposal submitted through Mr. 
Harriman. The Iranian Govt recognizes the desirability of easing 





'The source text is the copy repeated to the Department as 581 for President 
Truman and Secretary Acheson. 
?For the substance of these proposals, see Document 52. 
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tension in the south, from the point of view of both govts and in 
the interest of the success of the negotiations, which the Iranian 
Govt will enter into in the same spirit of goodwill expressed by the 
Brit Govt.” 


If for any reason you run into difficulties with Mossadegq, please 
keep matter open and use best efforts to persuade him to make no 
statements which would prejudice my further efforts here. 

FYI only, I am sure you appreciate how far Brit have gone in 
above reply and that it would be extremely difficult for them to go 
further considering their problems here. 

[HARRIMAN] 





No. 61 
BRK. 2553/7-2951 Telegram 


The Ambassador in Iran (Grady) to the Embassy in the United 
Kingdom' 


TOP SECRET  NIACT TEHRAN, July 29, 1951—1 p. m. 


90. For Harriman and Gifford. Saw PriMin at 10:45 this morn 
and discussed with him fully content of London’s 33 July 28.2 He 
was most cordial and expressed his very great desire to have the oil 
question promptly settled. He understands that discussions and 
conditional reply of Brit to Iran Govt is matter of deep secrecy and 
Brit reply will only be submitted when there are assurances from 
him that it is acceptable. He made no difficulty about the wording 
and was agreeable to having in the Brit reply and Iran reply ref to 
importance of relieving present tensions which exist in south. He 
says there is no tension of serious nature there and he is perfectly 
willing under circumstances to agree that what tension exists shld 
be relieved in every way possible. 

He has called the mixed comm and*Cabinet for meeting at once 
and will give me more formal reply this evening or first thing to- 
morrow morn. In meantime, he authorized me to tell Mr. Harri- 
man that he has no objection to proposed exchange of notes and 
their publication and will welcome the coming here of a mission 
headed by a Cabinet min of Brit Govt. However, he asked me to 
say to Mr. Harriman as his own views prior to meeting of mixed 
comm and Cabinet the fol: That he assumes Mr. Harriman has 
brought to the attn of Brit Govt and Brit understand and accept 





'The source text is the copy repeated to the Department as 424 for President 
Truman and Secretary Acheson. 
* Supra. 
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the minutes of Cabinet meeting which he read to Mr. Harriman on 
July 23 (ref Embtel 340 to Dept July 24 rptd London 65*) He read 3 
points from document in his files: 

1. Brit Govt must recognize on behalf of AIOC principle of na- 
tionalization of southern oil. 

2. The Iran understanding and definition of “principle of nation- 
alization” is that “discovery, extraction, exploitation of oil must be 
in hands of Iran Govt”. He said the sale of this oil falls under perti- 
nent article of the nine-point nationalization law. 

3. Brit Govt must understand Iran Govt rejected Jackson's pro- 
posal and cld not accept any proposal along same lines. 


He rptd several times that he assumes Mr. Harriman had in- 
formed Brit of foregoing so that Brit mission wid not come out to 
Iran and say they have only accepted their interpretation of “prin- 
ciple of nationalization”. PriMin said he is quite willing accept Mr. 
Harriman’s statement that Brit understand and accept above 3 
points and does not require Brits to write anything to this effect in 
their formal reply to Iran Govt. 

You may be sure I urged him not to put conditions as prerequi- 
site of negots whether these are done directly or indirectly thru 
Mr. Harriman, but he insisted there was no use of Brit mission 
coming unless Iran position was clearly and definitely understood.‘ 

Will wire at once any further word we get from Mosadeq.* 

GRADY 





*Document 52. 

*A more extensive record of Grady's conversation with Mosadeq was transmitted 
as an enclosure to despatch 131, July 30. (888.2553/7-3051) 

SAt 11 p. m. on July 29 Grady cabled London the following Iranian Government 
reply which had been handed to him by Mosadegq at 9:40 that evening: 

“The Imperial Govt of Iran is pleased to note that in accordance with the formula 
dated Monday July 23, 1951 (Tirmah 31, 1330) which was submitted to His Excellen- 
cy Averell Harriman, his Britannic Majesty's Govt on its own behalf and on behalf 
of the former oil company formally recognizes the principle of nationalization of the 
oil industry in Iran. The Iranian Govt expects that this formal recognition shid be 
openly brought to the knowledge of the public and it is pleased that the Brit Govt 
intends to send a mission to Tehran on behalf of the former oil company to negot 
with the govt and with the competent authorities, and at the same time to discuss 
with the Iran Govt the method of execution of the law insofar as it refers to the 
mutual interests of the two countries. The Iran Govt believes that no tension exists 
in Khuzistan and is sure that the formal recognition of the principle of nationaliza- 
tion of the oil industry will create a more favorable atmosphere in order that the 
negotiations referred to above may be conducted with a spirit of sincerity and good 
will.” (Telegram 425 from Tehran; 888.2553/7-2951) 
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BBB .2553/7-2951 Telegram 


The Ambassador in the United Kingdom (Gifford) to the Embassy 


in Iran' 


TOP SECRET Lonpon, July 29, 1951—2 p. m. 
PRIORITY §$NIACT 


34. Eyes only for Grady. From Rountree. I am taking urtel 90, 
rptd Wash as 424* immed to Amb Harriman at Chequers where he 
is lunching with PriMin. In meantime fol comments relate to Mos- 
sadeq’s statements regarding Brit acceptance of three points of Cab 
minute: 


As indicated in Harriman’s te pen cay SS Som vie fe 
Wash and London® setting forth proposal, he was auth by 
Iran Govt to do the fol: 


(a) Advise Brit Govt of Iran Govt's formula for arranging 
wy ag ew ay 
) Inform Brit Govt of Cab minute which, because of 
bind Brit shld they agree to make statemen 5 2 oe 
rit for IOC. ment Princip na- 
MO) Advis Beit” that “I Govt prepared 
c vise Brit t “Iran is to negotiate 
manner in which law will be carried out insofar as it affects 
Brit interests”’. 


In accordance this understanding Brit have been informed of 
Iran Govt minute and position, but have been told that minute is 
not binding u them in relation to exact meaning of recognition 
of principle of nationalization. They also have been told Iran Govt 
prepared to te manner in which law of March 20 will be 
carried out insofar as Brit interests affected. 


Foregoing for use as needed pending Mr. Harriman’s reply which 
will be telegraphed soonest.* 
GIFFORD 





‘Repeated to the Department as 582 eyes only for Secretary Acheson; the source 
text is the copy in the Department of State files. 
2 


*Document 52. 

*At 5 p. m. on July 29 Harriman cabled Grady that he fully agreed with the sub 
stance of thi. telegram and that he could not agree to any change in under 
standing between himself and the Iranian Government as outlined by Rountree. 
Subsequently, at 2 a. m. on July 30, after receiving the text of the Iranian draft 
reply (footnote 5, supra), Harriman again cabled Grady stating that he did not feel 
he could transmit the Iranian reply to the British since it was not responsive to the 
cordial reply proposed by the British, and informed G that he was returning to 
Tehran on July 31 to discuss the matter with the Iranians. (Telegrams 35 and 36 
(repeated to Washington as 583 and 584) from London to Tehran; 888.2553/7-2951 
and 7-3051) 
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WAR 2553/7-3151 Telegram 
The Special Assistant to the President (Harriman) to the Embassy 
in the United Kingdom' 


TOP SECRET Tewran, July 31, 1951—midnight. 
PRIORITY #§NIACT 

99. Eyes only for Gifford. 1 have had talks today with Shah, Mo- 
and Busheri came to dinner tonight to explain Persian Cabinet de- 
cision. I believe Iranian Govt wants to give cordial and responsive 
reply to the British but their principal difficulty has been to avoid 
public admission that they alone are to blame for existing tension. 
They have decided that it wid not be possible for them to give type 
of reply desired without some modification in British msg. Under 
the circumstances, they have indicated that if certain changes in 
the wording of British msg were made, they cld avoid qualifying 
phrases and conditions in the Iranian reply. If these changes are 
acceptable to British Govt the Iranian reply can be considered as 


govts. 
ae epee 2 eee Gad Sn Sr eateens Camere ot Oe Se 
mula are 2 a 2 eee ee Se 
will be the i that the negotiations, 


2 
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ee Se ae DORR Shnereatee, ane Ue euler te So ae 
tions in the same spirit of good will expressed by the British " 

You will note that Iranians prefer to use “formula” to “propos- 
als” and “invitation” and also asked that the British indicate that 
they are ready to negotiate in accordance with formula. It seems to 
me that this is reasonable and is in fact what the British expect to 
do. Iranians put great emphasis on change of word “tension” to 
“atmosphere” and I have found them adamant on this point as 
result of their lengthy Cabinet discussions of matter during last 
few days. I have not been able to move them from this position. 
They considered “only if” as being harsh and unfriendly and prefer 
substitution as indicated. This change appears unimportant. My 
principal argument has been for inclusion of the words “in the 
south” or the substitution of “in Iran”. Here is where they made 
full responsibility for situation was put in their reply. They frankly 
pointed out that British Govt’s msg as changed above clearly indi- 
cates British Govt is talking about conditions in Iran and this im- 
plication they are prepared to accept. 

In Iranian reply the two previous objectionable points—reference 
to discussion of “the law” and denial of existence of tension—have 
been extenuated and its cordial tone wid appear more than to com- 
pensate for the modifications in British mag. 

When I saw Shah he expressed earnest hope that British wid 
accept the above exchange of msgs as he feels strongly that arrival 
of British Minister will have important psychological effect here. 

For my part I cannot state too strongiy my judgment that fur- 
ther debate over the language of these msgs will prejudice atmos- 
phere for negotiation of the important substantive questions when 
Stokes arrives. I therefore earnestly hope that British Govt will 
find it possible to accept without change the suggested mags. In 
this case they can consider the exchange as final and arrange for 
the immediate departure of Stokes. I wid appreciate your taking 
the matter up with British Govt urgently, advising me soonest of 
their decision. 


[HARRIMAN] 
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No. 64 

Wee 2558 © 15) Telegram 

The Ambassador in the United Kingdom (Gifford) to the Embassy 
in Iran’ 

TOP SECRET PRIORITY Lonpon, August 1, 1951—2 p. m. 


Dept 458? without any change in wording, provided that: 
vee See was meant the “in the case of the 
ean, on See ee 


i 
a 
fli 
1d 


company, i 
(b) By the “ of astionalieation” wes mest aatienalian 
tion onthe wane of law of March .. 
(c) In the reference to the essentiality wane pod anger he 
ce elas knoe that Brith cones 
ation of tension in the south. 


The Cabinet is, of course, primarily concerned that the foregoing 
interpretations are those understood and accepted by the Iran Gov- 
ernment. However, the Cabinet will accept your assurances on the 
foregoing points without further reference of them on your part to 
the Iran Government if you think this unnecessary, as it would in 
fact seem to me. The British Government will await your reply to 
foregoing before taking further step, but on receipt satisfactory 
reply from you will immediately send Stokes and publish exchange 
notes. Stokes will depart Thursday night and arrive Tehran 
Friday.* 

Although official statements will be confined to notes, UK Gov- 
ernment would expect be free give necessary guidance to press on 
lines (a), (b), and (c) above. Morrison has assured me this would be 
done as discretely as possible. 

GirrorD 





'The source text is the copy repeated to the Department as 648 for Secretary Ach- 
eson 

2 

*On Aug 2 Harriman cabled London that he had obtained the proper assurances 
from the Iranian Government with regard to the three British desiderata (Tele 
gram 103 from Tehran to London. repeated to Washington as 474; 888.2553/8-251) 
The exchange of notes then took place on Aug. 3. 
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No. 65 
Editorial Note 


The Stokes Mission, composed of Richard Stokes, Lord Privy 
Seal; representatives from the Foreign Office, Treasury, and Minis- 
try of Fuel and Power; E. H. Elkington, a director of the AIOC; and 
four other Company officials, arrived in Tehran on August 4. Fol- 
lowing brief conversations with the Shah and Mosadeq on August 5 
(see telegram 531, infra), the British Delegation met with its Irani- 
an counterpart on August 6 to begin the discussions on the oil dis- 
pute. The Iranian Delegation was led by Ali Varasteh, Minister of 
Finance, and included Minister of Education Sanjabi, Under-Secre- 
tary of Finance Hassibi, and four members of the Joint Parliamen- 
tary Oil Committee. During the course of the talks between the two 
delegations, the Harriman Mission remained at the disposal of both 
sides. 


On August 13 Stokes submitted an eight-point proposal to the 
Iranian Delegation. This was rejected on August 18. With the talks 
apparently at an impasse, Harriman, on August 20, held the first 
of three meetings with Mosadeq and Stokes in an attempt to pre- 
vent the discussions from breaking down. Two further meetings on 
August 21 and 22 proved unsuccessful in breaking the deadlock 
and the Stokes Mission left Tehran for London on August 23, indi- 
cating that the talks had been suspended rather than broken off. 





No. 66 
WHA 2553 8 85) Telegram 


The Special Assistant to the President (Harriman) to the 
Department of State 


TOP SECRET PRIORITY Tenran, August 8, 1951—2 p. m. 

531. From Harriman for President and Secretary. No distribution 
except as directed by the Secretary's office. Following his arrival 
on Saturday, August 4, Stokes called on Mosadeq Sunday morning 
and had lunch with ‘Shah. Mosadeq returned his call in the evening 
and dined with him. Stokes had his first meeting Monday after- 
noon with the group of Mixed Oil Commission and Ministers of Fi- 
nance, Education and Communications. 

I talked with Mosadegq after his second meeting with Stokes and 
he was in exceptionally good spirits. He said that he was pleased 





‘Repeated to London eyes only for the Ambassador 
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selves appeared good, that of the junior staff is said to be at a low 
point.* 


Stokes’ talks up to now have been of general nature and he has 
not yet put forward specific proposals. His second meeting with 
Mixed Oi! Commission group and selected Ministers is scheduled 
for this afternoon. 

[HARRIMAN] 


*For a different view of the visrt to Abadan, see Norman Kemp, Abadan A First. 
hand Account of the Persian Oil Crisis (London, 1953), pp. 192-197 
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wee 2548 ®§ 1251 Telegram 


The Special Assistant to the President (Harriman) to the 
Department of State’ 
TOP SECRET PRIORITY Tenran, August 12, 1951—11 a. m. 


589. Eyes only President and Secretary; distribution only as di- 
rected by Secretary's office. After consultation with London on gen- 
eral principles involved, Stokes has prepared for discussion with 
Iranian Government suggestion as to possible arrangement be- 
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numbering of paragraph 5 as paragraph 3, see British Cmd. 8425, 
pages 54-55 or Documents (R.LLA.) for 1951, pages 502-504.) 

Stokes handed copy of foregoing to Bushehri this morning (Satur- 
day*) with suggestion that he consider it and discuss it with Mosa- 
deq, advisin, Stokes as to whether it should be presented to Mixed 
Oil Commission group and other Iranian Government negotiations 
at meeting scheduled late this afternoon. In subsequent conversa- 
paragraph of attachment which had come to his mind, but said he 
wished to have document translated in order that he could study it 
more carefully and discuss it with Prime Minister. His questions 
related to (1) whether Iranian Government could agree to new ar- 
rangement extending beyond period of 11 years, ie., end of the 
D’Arcy concession;* (2) with regard to compensation aspect of para- 
graph 1 of document, he stated that while equal sharing of profits 
might be reasonable if assets of company were turned over without 
compensation, he doubted that this would be satisfactory if com- 
pensation was included in cost. Moreover, he said that if compensa- 
tion for assets is raised, Iranian Government would have substan- 
tial counterclaims; (3) regarding transfer of assets of Kermanshah 
Petroleum Corporation, arrangements were vague and would re- 
quire clarification. 

In commenting upon these questions I pointed out that it would 
appear to make good business sense to assure the sales arrange- 
ments for as long a period as possible, particularly since customers 
might, if period established is too short, seek alternative sources of 
supply to assure their ability to maintain steady flow to their mar- 
kets over long term. In connection with compensation aspect, both 
as regards his points two and three, | said it was a matter to be 
worked out in detailed negotiations, but pointed out the value to 
Iranians of obtaining a guaranteed market and technical skills and 
that whatever figure was agreed to between them for compensation 
would be handled similarly to charges for depreciation. 

Bushehri informed Stokes just before latter’s meeting with Irani- 
an Government delegation this afternoon that Mosadeq had asked 
that he be given time to study translation British document before 
it is handed to Iranian negotiators. 





*Aug. 11. 
*See footnote 3, Document 216. 
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My guess is that Mosadeg will have vigorous objections to British 
suggestions, but I hope outright rejection can be avoided and de- 
tailed discussion of points objected to can be arranged.* 

[HARRIMAN] 


*On Aug. 13 Harriman reported that Mosadeq’s reaction to Stokes’ proposal was 
unfavorable on three counts: (1) the Prime Minister refused to sell to one purchaser 
and proposed instead individual sales contracts with al] customers; (2) he wanted 
NIOC to have a board of directors consisting of four Iranians and eight foreign neu- 
trals and to have it employ the oil staff including the present British personnel; and 
(3) he wanted half of the profits to apply only to the British share of the sales and 
this half would include compensation fcr nationalized properties. Harriman com- 
mented that these counterproposals were “obviously unacceptable” to the British, 
ciate ee camel, aii Ge teat eiheal on cnlient atttiion and Gap task cae 
“untenable”. (Telegram 601 from Tehran; 888.2553/8-1351) 








No. 68 
888 25538-1351 Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State' 
TOP SECRET PRIORITY TEHRAN, August 13, 1951—9 a. m. 


595. From Harriman for the President and Secretary. No distri- 
bution except as directed by the Secretary's office. In his recent 
meeting with Mosadeg and mixed oil commission group, Stokes has 
followed two general lines which have not strengthened his general 
position with lranian Govt or contributed to improvement of at- 
mosphere. He has proposed broad generalities which he has en- 
deavored to get Iranians to accept in advance of detailed discus- 
sion, such as recognition by Iranian Govt that it cannot operate its 
oil industry without British assistance; that Britain and Iran must 
have “partnership” in operation of industry; that British operating 
staff will continue in Iran only if employed by British company, 
etc. Other line has been to set forth complaints re situation in 
south, with requests that Iranian Govt tuke specific measures such 
as withdrawal of Makki and removal of provisional administration 
oil commission from Abadan to Ahwaz, as well as other steps to im- 
prove morale of British employees. 

I have urged Stokes not to expect Iranians, especially Mosadegq, 
to commit themselves on generalities which wid imply dependence 
upon Britain with consequent weakening of their bargaining posi- 
tion, or imply intention to negotiate arrangement which public 
might think may not be consistent with nationalization laws. | 





‘Repeated to London, eyes only for the Ambassador 
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therefore suggested that such talks be ceased until he had specific 
suggested plan to put up to Iranians for discussion. I have also said 
that it wid be much better, insofar as possible, to delay specific de- 
mands regarding the situation in the south, since not only do they 
adversely affect atmosphere for discussions but real solution to 
problem depends upon working out through negotiation some ar- 
rangement with Iranians. I expressed view, for example, that it wid 
be unwise to insist that Mosadeq recall Makki to Tehran since this 
action itself wid build up Makki’s prestige and his presence here 
wid create difficulties for negotiators. Shah has also told me that 
this is his opinion. Makki’s reception and strong statement fol his 
recent return to Tehran, at direction of Mosadeq as gesture to Brit- 
ish, has bourne out this fear. Stokes has now asked London to play 
down Makki in BBC and press and has asked me to make similar 
suggestion to Washington. 
Statement of British Consul General at Khorramshahr referred 
to in my telegram of Aug 8* has been subject of considerable press 
comment there, notwithstanding Stokes statement to press that his 
comments did not reflect position of British Govt. Busheri has told 
me that Iranian Govt is considering asking that he be recalled, but 
I hope this will not be done unless British persist in demands of 
their own. In this connection I was told by Stokes that he had rec- 
ommended to London that Consul General be recalled 
voluntarily .. . but that Foreign Office has decided against this 
action. 
Notwithstanding these recent developments, . . . general mood 
of Iranians continues to favor settlement of oil disputes, if satisfac- 
tory terms can be worked out. 
Now that British have come up with specific suggestion (as out- 
lined in my telegram August 12°) I hope that discussions can now 
be focused along more constructive channels. 

[HARRIMAN] 





*Document 66. 
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No. 69 


888 .10/8-1351 Telegram 


The Ambassador in Iran (Grady) to the Department of State 


SECRET PRIORITY TEHRAN, August 13, 1951—noon. 

596. From Grady and Harriman. Up to time of despatch Embtel 
3397 June 22,' Embassy not only repeatedly (re Deptel 337 August 
11*) maintained that bank loan available but not having been oth- 
erwise advised, continued to press for Iran acceptance. Fol Dept’s 
subsequent instructions, Iran Govt was no longer pressed to accept 
loan, but it was not possible to advise Iran of any change in US 
attitude without involving considerable polit dangers. Iran Govt 
proceeded to seek Majlis approval at risk jeopardizing itself, and 
US failure to conclude loan within reasonable time wid be severe 
jolt not simply to Mosadeq Govt, but to our relations with Iran in 
general. This undoubtedly wid be regarded as lack of confidence in 
and concern for Iran’s future which wid have deteriorating effect 
upon present situation, and wid be interpreted as exertion econom- 
ic pressure in favor Brit. Moreover, it wid be regarded as indication 
dissatisfaction with Mosadeq Govt, upon which we act at present 
dependent for satisfactory oil settlement. 

We are aware of Brit concern that conclusion of loan might un- 
dermine their efforts to settle oil controversy. On other hand, satis- 
factory oil settlement depends in large measure upon effectiveness 
of Amer influence, which wid be impaired by our refusal at this 
time to proceed with loan. Moreover, Brit shid understand that 
loan will not improve immediately financial situation of Iran Govt, 
but on the contrary, will require substantial internal financing 
which will not be possible unless oil revenues are resumed. First 
effects of loan cannot in any event be realized for many months 
after admin arrangements concluded and orders placed. 

As to ability of Iran to service loan, we believe we must assume 
satisfactory settlement of oil dispute and resumption of oil reve- 
nues to Iran Govt. While there may be financial risks, political 
danger involved is such as to make it advisable to proceed without 
usual regard to strict banking criteria. 

We believed, therefore, that US shld not indicate reluctance to 
make loan, and that arrangements should be concluded in due 
course. This does not mean laymen shid take initiative in expedit- 





‘Not printed. 
337 asked Grady and Harriman for their views on the Export-Import 
Bank loan to Iran following its ratification by Iran. (888.10/8-1051) 











WAR 2553/8-1651 Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State’ 


TOP SECRET PRIORITY TeHRan, August 16, 1951—1 p. m. 


663. From Harriman for the President and Secretary. No distri- 
bution except as directed by Secretary's office. In meeting with Mo- 
sadeq Tuesday afternoon® referred to in mytel Aug 14,* Stokes took 
firm line with PriMin to effect Iranian negotiating committee must 
begin substantive discussions upon possible solution to problem 
which they thus far had not done, and said his mission could serve 
no useful purpose in Tehran if such negotiations were not under- 
taken. Arrangements were then made with Mosadeq for meeting 
between British and Iranian committee Wednesday morning for 
Iranians to hear British explanations of suggestions which they 
had made. Mosadeq did not mention three points reported mytel 
Aug 13* as being his reaction to proposal. Contrary statement in 
that telegram neither Mosadeq nor Busheri have informed Stokes 
of these points. Stokes feels that manner in which he took initia- 





‘Repeated to London eyes only for the Ambassador 

*Aug. 14. 

"Telegram 640 reported that Stokes presented his proposals to the Iranian Delega- 
tion and that Mosadeq asked Stokes to call on him on Tuesday afternoon. (888 2553/ 
8-1451) 

*See footnote 5, Document 67. 
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tive in talk precluded detailed discussion. Mosadeq did tell Stokes, 
however, that he did not consider British proposal to be consistent 
with nationalization law of March 20 to which Stokes reports he 
replied that he did not see how Mosadeq could come to this conclu- 
sion since he had had no explanation of proposals. 

Meeting with Iranian committee Wednesday morning I am told 
that British explained in considerable detail their proposal. Irani- 
ans listened to these explanations and asked questions, but did not 
discuss any points, saying that they had to consult among them- 
selves and with Cabinet before taking any position. It was agreed 
that they wid consider matter and meet again to inform British of 
their reaction. It was also agreed that British proposal as such 
would not be released to the press by either side since its rather 
legalistic form would lead to misinterpretations, but that both sides 
would be free to explain proposals in their own language. 

While this meeting was in progress, Fatemi held press confer- 
ence in which his comments were based upon assumption that Mo- 
sadeq had in fact informed Stokes of Iran's specific negative reac- 
tion to proposal. Fatemi also released text of British proposal con- 
trary to understanding with Iranian delegation. 

On Wednesday evening Stokes was host at dinner given for Irani- 
an committee and members my mission. In this informal atmos- 
phere I urged essentiality of frank discussions between Iranians 
and British of all problems related to issue and said that only in 
this way can we hope for satisfactory settlement. After dinner most 
Iranians told me individually they agreed. 

I understand that Ala saw Mosadeq yesterday upon Shah's in- 
structions to urge Govt to negotiate with British on all issues, 
rather than taking rigid position. As Friday is holiday, next meet- 
ing between British and Iranian committees is arranged for Satur- 
day. 

Stokes has asked me to make public statement or, alternatively, 
to talk with Iranian Govt giving my full support to British propos- 
als. I have told him that | cannot do this at the present time for 
simple reason that proposals are of general nature and that they 
are subject to varying interpretations. 

I am seeing Mosadeg this afternoon and will strongly urge him 
to carry out this agreement to negotiate emphasizing essentiality of 
frank exchange of views with British on points of difference. Such 
influence as I have here can best be exerted if the two parties come 
to specific issues. 

My discussions with Iranians so far give me impression that a 
basic difficulty is their suspicion of British. They fear that British 
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will continue interference in Iranian political affairs and have a 
feeling of insecurity in their own ability to prevent this. 

[HaRRIMAN] 





MK 2553/8-1731 Telegram 


TOP SECRET PRIORITY TeHRAN, August 17, 1951—10 a. m. 

675. From Harriman for President and Secretary. No distribution 
except as directed by Secretary's office. Mosadeq called on me 
today (Thursday)* and I took occasion to emphasize essentiality of 
British and Iranian representatives engaging in discussions on 
completely frank basis without stenographic records. I mentioned 
success of this method in our own discussions. Mosadeq fully 
agreed desirability of this, but commented it would be difficult to 
work with British on same basis of frankness as Iranian had with 
us. 

I said that British proposai* seemed to me to provide good basis 
for discussions, and that I felt arrangements could be worked out 
under it entirely consistent with formula under which British were 
invited to come to Iran.* To this Mosadeq disagreed and said that 
while he was prepared to accept concept of British purchasing or- 
ganization which would sell to other countries he could under no 
circumstances agree to British-controlled agency operating within 
Iran. British proposal was in fact for a concession in disguise. He 
said moreover he could never sell this to Iranian people. I stated 
efficient operation of oil industry required foreign agency which 
could operate as instrument of NIOC, and felt sure that he could 
get Iranian people to accept a proper arrangement. I pointed out 
that foreign technicians could not be induced to accept employment 
directly with Iran Govt Corporation and reviewed some of the rea- 
sons for this. As Mosadeq remained adamant in his position and 
was complacent about disastrous effects of losing oil income, I said 
that before I left Iran I thought he should permit Levy to explain 
to his technicians why any agency is essential and that arrange- 
ments might be made by Iran Govt to control it and assure that it 





‘Repeated to London eyes only for the Ambassador. 
*Aug. 16 

*Regarding the Stokes proposal, see Document 67. 
*Regarding the “Harriman formula,” see Document 52 
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operates in fact in interest of Iran. Mosadeq accepted this but said 
that he would like Levy to talk with him directly. He asked that 
Levy call on him Friday afternoon to spend “two or three hours” 





agencies carry out their work in conformity agreements with govts. Talk 
friendly, and Mosadeq showed real interest in presentation and asked n 
questions. Although he did not deny validity arguments presented, 
ed that he cid not accept agency arrangement. Levy stated Brit proposal 
basis for negotiation of agreement which wid be fully 

Brit mission came to Iran. The only basis upon which Mosadeq disputed this 
that not control agency, since ‘the servant (meaning Brit) wid be 
than ; i 
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No. 72 
RRA 25538-1951 Telegram 


The Special Assistant to the President (Harriman) to the 
Department of State’ 


TOP SECRET PRIORITY TEHRAN, August 19, 1951—10 a. m. 


705. From Harriman for President and Secretary. No distribution 
except as directed by Secretary's office. British met with Iran nego- 
tiating committee this afternoon (Saturday”) for an informal ex- 
change of views regarding British proposal. I was asked to partici- 
pate. Iran group had been released by Prime Minister to express 
their opinions. However, these generally conformed to position 
taken by Prime Minister. They maintained that proposal did not 
conform to formula submitted through me principally on point that 
British control of both purchasing organization and operating 
agency means return to status quo with thin disguise. Other objec- 
tions were raised that as that purchasing organization would have 





‘Repeated to London eyes only for the Ambassador. 
*Aug. 18. 
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pounds on 1950 basis. He said he could not 
Ewes thevafore agmeed thay would held toe mactings a dev, tha 
next one to be 10 a. m. tomorrow (Sunday). 


discussion an understanding could be reached. | stated I believed 
that the proposals put forward by British for discussion provided 
good basis for negotiation and that arrangements could be worked 
out under these proposals which would be within formula under 
which Brit mission had been asked to come to negotiate. In specific 
reply to some of Iran’s comments I stated that | did not consider 
these proposals as disguise. British were negotiating in good faith 
and in my opinion proper safeguards could be agreed to which 
would protect Iran interests and establish appropriate control by 
NIOC. I said that Levy and I would be glad to discuss details of this 
with Iran group should they wish to do so and I had had similar 
informal talks with Stokes. In this manner Irans could get Levy's 
advice as to manner in which proper arrangements could be made 
in conformance to practical aspects of oil business. 

Since Irans had talked of oil installations as Iran Govt property 
and had referred rather generally to compensation, | stated that I 
could not become involved in details of compensation but that I felt 
I shid state my govt’s position on nationalization. We recognized 
right of any govt to nationalize fon-owned property providing 
either mutually satisfactory arrangements were worked out with 
previous owners or prompt and adequate compensation was made. 
We recognized right of nationalization but not right of confiscation. 
I said I felt sure that these principles were accepted by Iran group 
and that as there were not funds available to make adequate 
prompt compensation they would work out mutually satisfactory 
arrangements with British interests. After I finished Stokes sent 
me a note saying it was vital that | state Brit proposals had my 
full support and came within the formula. As I felt my position 
stated above was clear and as far as I should go at this time I made 
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No. 73 
Me 2553/8 1951 Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State 
TOP SECRET PRIORITY Tenran, August 19, 1951—7 p. m. 


709. From Harriman to President and Secretary. No distribution 
except by direction of Secy’s office. Fol is substance of remarks 
which I made at mtg between Brit mission and Iran negot comite 
this morning, as reported in my earlier tel today:' 


“Prior arrival Brit del | repeatedly stated, and Levy explained in 
detail, that: 


(a) Iran oil industry in order to be able to sell its oil in world 
markets, must make arrangements with large organization 
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tried our best to explain the chaos which wid result from such a 


tionalizing oil industry creates profitable business and everyone is 
expected to help Iran on terms that he lays down. 
He appears to ignore all of the info and advice Levy and I have 
been trying to give him and his associates during the past weeks. 
I was told Mosadeq wid cal! Majlis tomorrow and explain negoti- 
ations in a highly colored manner. | therefore decided to write him 
a temperate letter reviewing the positions I have taken, and am re- 
leasing it to the press. Text has been telegraphed to Department.‘ 
I have just learned that Stokes has a letter from Mosadeq asking 
him to state in writing for consideration by Iranian Govt his defi- 
nite proposals for retention of Brit staff. Stokes will consult me to 
morrow morning on how to reply to this letter. Difficulty is that 
whatever Stokes writes will probably be used against him by Mosa- 
deq with Majlis to obtain vote of confidence. 
[HARRIMAN] 





“Telegram 734 from Tehran, Aug. 21. (@88.2553/8-2151) Por text of this letter, sce 
Department of State Wireless Bulletin, Aug 23.1951, p 7 
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No. 75 


The Special Assistant to the President (Harriman) to the Embassy 
in the United Kingdom' 


me 7543 % 225) Tetegram 
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‘Repeated to the Department as 737 for President Truman and Secretary Ach- 


esom. the source text is the copy in Department of State files 


*Aug 22 





IRAN, 1951 147 


importance of Stokes making every effort to keep talks going, if 
this shld be impossible, of leaving Tehran under best possible cir- 
cumstances. 

Ref to mytel August 19, which through inadvertence was not 
rptd to you unti! this morning (no. 162*), I have agreed with Stokes 
that you shid show it to Foreign Office in order that Brit Govt shid 
know the strong line I have been taking to Iranian Govt privately 
with assurance that Brit Govt wid not use substance for formal or 
informal public statements on their part. 

Stokes tells me there there will be Brit Cabinet meeting this 
aftermoon and hopes this will reach Foreign Office for use at meet- 
ing. 

[HARRIMAN] 





*Presumably Harriman is referring to the statement in telegram 709, Document 
73; however, there is no indication on that telegram to show that it was repeated to 
London as 162. 

*At 5 p. m. on Aug. 22, Holmes reported that he had delivered the text of Harri- 
man's statement to Strang who stated that he would place it before the Cabinet that 
afternoon. Strang seemed impressed by the idea of a suspension rather than a break 
in the talks. (Telegram 987 from London; 888.2553/8-2251) 





No. 76 
WAY 25538-2351 Telegram 


The Special Assistant to the President (Harriman) to the 
Department of State' 


TOP SECRET PRIORITY TEHRAN, August 23, 1951—9 a. m. 


761. From Harriman for President and Secretary. No distribution 
except as directed by Secretary's office. Mosadeq called on Stokes 
and myself last evening (Wednesday) at 7:30. He opened his re- 
marks by saying that he could assure Stokes he would agree to op- 
erating arrangements which would satisfy British staff and that he 
therefore wanted to go on and discuss the other points. Stokes 
maintained that he must settle operational question first and after 
agreement on that he would proceed to other points. Mosadeq 
showed clearly that he did not want to be pinned down on manage- 
ment question but become involved in financial matters and come 
back to the first question only if other points were settled. When 
Stokes pressed him on arrangements for British staff, he showed he 
had no comprehension of matter. Thereupon Stokes declined to 
proceed, stated he would leave today (Thursday) but would gladly 





‘Repeated to London eyes only for the Ambassador 
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were not broken off but were only suspended and could be re- 
opened at any time on basis socalled Harriman formula.” At a few 


Iran Radio at 9 p. m. Text transmitted in immediately 
following clear telegram.* 
me later with message from Shah that he felt 
Stokes had been too abrupt in ending negotiations and hoped I 
could induce him to stay. I took him up to see Stokes who ex- 
plained that he had worked for almost three weeks without real 
progress and expressed his conviction that no workable settlement 
could be reached with Mosadeq. .. . I did not like tenor of talk 


comments ... and Ala was forced to say “without mutual trust 

how can we ever come to an agreement.” This talk will undoubted- 

ly be reported to Shah and will add to the difficulties of future ne- 
wits 


[HARRIMAN] 





*Regarding the “Harriman formula,” see Document 52. 

*Telegram 762 from Tehran, Aug. 23. (888.2553/8-2351) 

*At 3 p. m. Harriman reported that Stokes had paid farewell visits to Mosadeg, 
Ala, and the Shah, and had left Tehran for London. Stokes and Mosadeq agreed to 
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No. 77 


SK 10/8-2751 Telegram 


The Ambassador in Iran (Grady) to the Department of State 


TOP SECRET Tenran, August 27, 1951—2 p. m. 

814. Eyes only McGhee. Distribution only as directed by McGhee. 
Please note carefully Embtel 807, August 27.' What we do on Exim 
Bank loan is tied in with everything we have been trying to do and 
are trying to do in Iran, including solution oil problem. From be- 
ginning, certainly ever since I arrived, British policy and our policy 
have been basically different. We have reached the point now 
where we must decide to maintain our own policy or accept that of 
British. It is my strong conviction that British policy has been and 
is one that may well lead to disaster in this country. They are 
using economic sanctions to get Mosadegq out and want us to do the 
same. They want us to endorse completely their proposals for oil 
settlement which is neither necessary nor desirable from stand- 
point of our policy here. The latest British proposals are good and 
shid not have been rejected. This is true also of Jackson proposals 
which I, in a letter to PriMin and which was published, suggested 
should be given most careful study and would in my opinion, meet 
the PriMin’s principles regarding nationalization. | carefully saw 
and approved various statements which Harriman put out and | 
strongly believe we should not go further than this. The question of 
further statements with regard to oil by President or Secretary of 
State is tied in with matter of British opposition to Exim Bank 
loan. The British definitely want us to join with them in economic 
sanctions. If we decide to let them call all the plays, we will absorb 
a large part of present deep antagonism toward British. The Irans 
either rightly or wrongly considered that Harriman was very much 
on British side. This was inevitable due to fact that he and Levy 
urged in their private discussions acceptance of fundamentals of 
British offer and continued negotiation with regard to details. The 
American position is good here. It wid, in my opinion, be grave mis- 
take to allow our govt to be pressured by British into changing our 
policy. I believe there is still a fair chance of our getting Mosadeq 
Govt to come to terms with British. Processes of oriental bargain- 
ing are slow. We must keep that in mind. 

I make this personal appeal to you and through you to Secretary 
in hopes that we keep in mind overall problem of Iran, remember- 





'Telegram 807 reported that Iran was taking measures to expedite the formalities 
of the Export-Import Bank loan and to facilitate its implementation. (888.00 TA/8- 
2751) 
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ing that altho oil question is basic, it is not everything. We must 
make every possible effort to keep this country from slipping 
behind Iron Curtain. To do this at least one of the great western 
democracies must maintain a position of basic friendliness for Iran. 
Otherwise, it will have no place to look for friendship and assist- 
ance except to Russia. 

GrabDyY 





No. 78 
SRK 2553/8-2K51 Telegram 
The Special Assistant to the President (Harriman) to the 
Department of State' 


TOP SECRET Lonpon, August 28, 1951—2 p. m. 

1090. From Harriman for President and Secretary; no distribu- 
tion except as directed by Secretary's office. I met yesterday after- 
noon (Monday*) with Attlee and group consisting of Stokes, Shin- 
well, Addison, Ede, Lord Alexander, McNeil and Strang. Holmes 
and Rountree accompanied me. 

In reviewing Iran situation | said Stokes’ mission had been of 
real value and had reduced to some extent Iran resistance to Brit 
and made progress in breaking down Iranian intransigence thus 
making any future negotiations considerably easier. I pointed out 
est coordination US-UK policies. | emphasized importance working 
with Shah and of giving him proper encouragement to act when 
situation permits, while not forcing him to te). measures which he 
considers wid be dangerous. | urged caution in .ext moves and sug- 
gested Brit let situation simmer for a time, pointing out that ad- 
verse economic conditions in Iran will weaken Mossadeq only if 
there is minimum indication that they are brought about by out- 
side pressures but are understood to be the result of Mossadeq’s 
inept handling. This may take some time, particularly in view fi- 
nancial reprieve obtained by Mossadeq by virtue 14 million pounds 
made available from currency cover. 

Stokes mentioned two encouraging developments, namely the 
strengthening of Iranian security forces at Abadan to prevent dis- 
orders, which apparently was the result of talks which we had had 
with Shah, and message received Monday from Shepherd saying 








Se gene te ee ae ees A 
though Prime Minister expressed some concern that this might be 
interpreted as being itself a resumption of negotiations, and would 


landing forces solely to evacuate British personnel, and found that 
there appeared to be general agreement on this. I said that I had 
assumed payments to Iranian personnel could not go on indefinite 
ly, but emphasized dangerous effects of this and other economy 
measures. | urged that Shah be consulted in advance before any 
such steps are taken. | said that manner in which any economy 
measures having adverse effect upon Iran are taken is extremely 
important and that any such action shld be on the basis of avail- 
abilities without public statement; that if British pressure is overt- 
ly exercised in form of publicly announced sanctions, Mossadeq 
would not be weakened and public opposition to British would be 
further solidified. Stokes supported me in this, and others seemed 
to agree. 

Stokes referred to press stories to effect that British Ambassador 
in Tehran, contrary to Stokes advice (and contrary to strong advice 
given British by me), had stated that further negotiations with 
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Mossadeq impossible and that Mossadeq should be replaced. He 
also referred to press stories that US Ambassador would undertake 
discussions with Mossadeq as mediator in endeavor find solution. I, 
of course, stated that latter story could have no foundation in fact. 
Stokes mentioned this mainly to emphasize importance of US and 
UK coordinating their policies. Great difficulty is that Iranians are 
under the impression that there is substantial divergence of views 
between US and UK. We agreed upon importance continued ad- 
vance consultation between two governments and of closest work- 
ing relationship between Embassies in Tehran. Latter essential to 
arrive at agreed appreciation of situation to establish points of dif- 
ference thereon, and to agree in light of such appreciation as to 
action which should be taken by each govt. 

It was agreed as result of position I took, with strong support by 
Stokes, that in the interest of our common objectives each of us 
should take an independent though closely coordinated line on the 
situation as it develops. 

Attlee said at end of meeting that he agreed British could delay 
for a time taking any special measures, but said he wanted us to 
know he cid not let situation drift indefinitely and hoped for US 
understanding and support if circumstances require specific actions 
which he did not define. He and his colleagues appeared to agree 
provocative statements or action would do more harm than good. 

Talks were in private and in the tone of close associates dealing 
with a common problem. Britain seems most appreciative of efforts 
which have been made by US to help find solution. They did not 
even raise question of US giving categoric public support for their 
position or reply Attlee letter to President.* My immediately fol- 
lowing telegram suggests line of reply this letter.‘ 

[HARRIMAN] 





*Not printed 
*Telegram 1099 from London, Aug. 28. (888.2553/8-2851) 
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No. 79 


AAs 2553 8-905) Telegram 


The Ambassador in Iran (Grady) to the Department of State’ 


SECRET Tenran, August 30, 1951—2 p. m. 

868. The Shah requested me to call on him yesterday and I made 
an appointment and saw the PriMin this morning.* The Shah 
wished to discuss with me the gen sitn in Iran as a result of the 
failure to reach an oil agrmt. I asked to see Mossadeq because I 
wanted to check with him on the gen sitn since I have not seen 
him throughout most of the time that Harriman was here. | am 
not assuming to mediate anything but naturally if there are any 
changes in the thinking of the PriMin and his group it is impor- 
tant that the Dept shid be informed. 

There was nothing significant in my talk with Shah. He is deeply 
disappointed and concerned at the failure of negots, but does not 
see that he can intervene with Mossadeq at this particular time. 
He is hoping that developments will eliminate Mossadeq and make 
possible the selection of a rational PriMin. He speculated as to 
Mossadeq's real intentions and neither of us had the answer. The 
group around him certainly wish to keep him in power until at 
least the 25rd of Sept.* What their future plans are, assuming suc- 
cess in this regard, probably they themselves do not know. 

The Shah expressed concern about terrorism in Iran and its 
effect on members of the Parliament. He particularly mentioned 
Mullah Kashani as a dangerous element in Iran politics, adding 
that his govt had intercepted communications between Kashani 
and the Russians which indicated that Kashani might be looking in 
the direction of collaboration with the Sovs. 

The Shah is groping for a solution but is moving cautiously and I 
think he is wise in this regard. He is leaving today for an eight-day 
rest at his palace on the Caspian. Before seeing me he saw the Brit 
Amb and during the day Seyid Zia and Qavam. The Brit Amb is 
calling on me later this morning and I will report if there is any- 
thing significant in what he wishes to discuss. 

I had several matters of a more or less routine nature to take up 
with the PriMin and then asked him what his plans were with 
regard to the oil problem. I asked him if he and his group were 





‘Repeated to London 

*Memoranda of these conversations were transmitted as enclosures to despatch 
313 from Tehran, Sept. 4. (788.00/9-451) 

*According to the memoranda referred to in footnote 2 above, this was the date 
on which the Iranian elections would be complete 
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planning to make any more formal and comprehensive reply to the 
Stokes proposals. He replied that he had hoped that I was coming 
with further proposals from the Brit. I said that as I have read the 
press statements, the Brit feel the next step shid come from the 
Iran Govt. He replied that if he had to wait several years, he wid 
make no further reply to the Brit Govt nor wid he make any con- 
cessions that wid be in conflict with the oil nationalization law of 
March 20 nor the nine-point implementation law of April 30. He 
repeated to me what he had said to Harriman last Friday evening, 
that he wid not consider any proposal to give the Brit any profits 
out of the operation of the oil industry or the marketing of the oil 
products. The law provides for payment of compensation with due 
consideration to Iran counterclaims. To talk about the manner of 
operating the refinery is somewhat irrelevant if his position on the 
matter ot profits is unchangeable. In other words, I found Mossa- 
deq saying precisely what he said in our first discussion on the oil 
question. 

He more clearly than at any ti: * before indicated his expecta- 
tion of assistance from the US. I said that there was no assistance 
other than the good offices of the Pres’s special rep, Mr. Harriman, 
that the US was prepared to give. He begged me almost pathetical- 
ly for “good news’. I told him quite directly that I felt the good 
news cld come only from him and his associates; that the solution 
for Iran's fin and econ problems lay in the hands of his govt. Un- 
prepared as he is to make any concessions, he had no apparent 
plans as to how the govt cid be financed without oil revenues. He 
does not now seem to expect revenue from oil operations. This is a 
surmise on my part as | gathered it from his gen conversation. The 
matter will have to rest for the time being until we can see what 
developments may take place. 

GRADY 


No. 80 
Editorial Note 


On August 23 Prime Minister Attlee wrote to President Truman 
concerning the situation in Iran following the failure of the Stokes 
Mission. After reviewing the progress of the talks, thanking the 
President for the assistance rendered by Harriman and Levy, and 
expressing agreement with the United States that there was 
danger of Iran falling under Communist domination, Attlee urged 
the President to state that the United States Government fully 
supported the British stand, that it regarded the breakdown in the 





IRAN, 1951 155 


talks as solely the fault of the Iranian Government, and that the 
disaster which now threatened Iran was due only to the policy of 
that government. (A copy of this message is in file 888.2553/10- 
1051.) 





ish, and Iranian Affairs (GTI) and British Commonwealth and 


a blanket endorsement of every step that the Unitec Kingdom 
might take with regard to Iran would identify the United States 
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No. 82 


Whe 2543 9-151 Telegram 


The Acting Secretary of State to the Secretary of State, at San 
Francisco' 


TOP SECRET Wasnincton, September 1, 1951—10 p. m. 
PRIORITY NIACT 

Telac 4. Eyes only for Secy personal from Matthews. Fol is draft 
reply to Attlee as approved by you and referred to as (A) in my pre- 
ceding tel:* 

“I deeply appreciate ur full and frank statement which you sent 
me on Aug 23° setting forth the position of HMG with re to the 
situation in Iran now that the negots between the Brit and Iran 
Govs have been suspended. 

I am gratified that you found Mr. Harriman’s services of value 
and you may be confident that both he and | stand ready take any 
further steps which may be helpful in finding a solution to this dif- 
ficult and disturbing problem. The US understands and fully 
shares the disappointment and concern felt by the Brit Gov over 
the suspension of the recent conversations in Iran. 

I desire to state at once that the US agrees with the UK's views 
re the seriousness of the situation in Iran and the danger it in- 
volves for the free world. The US policies re Iran are designed pri- 
marily to prevent the present situation from leading to the loss of 


Those views clearly stated the US position and placed the blame 
for the failure of the negots upon the IranGov. We shall take ad- 
vantage of any appropriate opportunities that present themselves 


"Drafted by Ferguson (GTI) and cleared by McGhee, Matthews, Barnes, and Bon- 
bright. Secretary Acheson was in San Francisco for the signing of the Japanese 
Peace Treaty, for documentation on the San Francisco conference, see Foreygn Rela 
trons, 1, vol. vi, Part 1, pp. 777 ff 

*Telac 3, Sept. |, informed Secretary Acheson that a draft reply to Attlee as ap 
proved by Acheson (A) and a revised draft signed by President Truman (B) were 





*For the text of President Truman's statement, see Department of State Bulletin. 
Sept. 3, 1951, p. #2 

*For the text of Harriman’'s letter, see Department of State Wireless Bulletin, 
.p7 





It is, of course, important that nothing be done to create an im- 
Cee ee ee Se Ee eas ones 
ee ee ee that 
mutual goal in Iran can best be obtained if US influence in 

country, which has been established on the basis of a friendly 


present target of nationalism in Iran, namely, the AIOC, to the det- 


mined, but rather that we shid maintain freedom of action to speak 
independently in a manner calculated to exert the most construc- 
tive influence and to render the most effective type of support pos- 
sible. 

I am sure we both agree that the internal polit situation in Iran 
indicates that nationalism is a real and potent force. The US does 
not believe, therefore that our mutual objectives in Iran can be 
achieved by either of us taking a course of action which wid appear 
to be in opposition to the legitimate aspirations of the Iran people. 
Even if a new Gov shid come to power in Iran, we believe that it 
wid be subj to much the same pressures which have made the 
present gov unwilling to make the concessions needed for reaching 
an agreement. However, with the passage of time and with wisdom 
on our part we believe it possible that the present extreme nation- 
alist pressures may moderate and a more realistic attitude may be 
assumed by the IranGov. 

We are encouraged by our belief that a basis has been estab 
lished upon which negots can be resumed if and when this takes 
place. In the meantime, we believe it important that neither the 
US nor the UK take a public position which might make it politi- 
cally difficult or impossible for the lranGov to assume a conciliato- 
ry attitude. 

We believe that coordination in our respective approaches to the 
Iran problem is essential and we attach great importance to the pol 
of prior consultation between our two Govs. It is especially desira- 
ble that our two Embs in Tehran work in the closest collaboration 
on all phases of the matter. 

I wish to repeat in conclusion that the US desires to work in Iran 
as elsewhere in the closest possible harmony with the UK. We sin- 
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cerely believe that we can do this in the particular case of Iran, 
whose retention in the free world is our common objective.” 
Wess 





No. 83 


we 78 8 10) Telegram 


The Acting Secretary of State to the Secretary of State, at San 
Francisco' 


TOP SECRET Wasnincton, September 1, 1951—10 p. m. 


5. Eyes only for Secy personal from Matthews. Fol is Pres 
reply to Attlee referred to as (B) in my preceding tel:* 


and disturbing problem. The US understands and fully shares the 
and concern felt by the Brit Govt over the suspen- 

sion of the recent conversations in Iran. 
The US agrees with the UK's views regarding the seriousness of 


Aug 21 to PriMin Mosadeq. Those views clearly stated the position 
of the Govt of the US. 

It is our firm belief that our mutual goal in Iran can best be ob 
tained if the friendship for the US in that country, which has been 
established on the basis of a sympathetic and open-minded ap 
proach to the oil dispute, is not jeopardized A blanket endorsement 
of every step which has been or may be taken by the UK wid un- 





‘Drafted by Ferguson (GTI) and cleared by McGhee, Matthews, Barnes. and Bon- 


*See footnote 2. supra 





Even if 
wid be subj to much the same pressures which have made the 
present govt unwilling to make the concessions needed for reaching 
an agreement. With the passage of time we believe it possible that 
the present extreme nationalist pressures may moderate and a 
more realistic attitude may be assumed by the IranGov. 

We are encouraged by our belief that a basis has been estab 





No. 84 
HAE 0 RIT) Tetegrmm 


The Acting Secretary of State to the Embassy in Iran' 


TOP SECRET Wasnincton, September 7, 1951—2 p. m. 


524. For Ambassador Grady. While we fully appreciate impor- 
tance views expressed urtel 814 Aug 27* and earlier mags on same 
subj, Iran assumption errly implementation Exim Bank loan is 
foregone conclusion shid be resisted For reasons set forth below we 
neither wish to proceed with loan in normal manner at this time 
nor do we want irans to obtain impression we are using loan as 
polit weapon in oil controversy. It is necessary, therefore, to devise 
formula which will meet these requirements. 

Among our reasons for proceeding slowly with loan are: 


‘Drafted by Dorsz and Ferguson and cleared by Thorp, McGhee, Bonbright, and 
a | 
* Document 
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stated Deptel 476,* while US will continue work in close concert 
UK, US will follow independent pol in Iran. 
For reasons set forth above, Dept wid appreciate ur discussing 
matter with Mosadeg and let us know his reaction. 
WesBB 





*Not printed. 





No. 85 
aH 10/9-2151 Telegram 


The Ambassador in Iran (Grady) to the Department of State 


TOP SECRET Tenran, September 11, 1951—2 p. m. 


975. Saw Mosadegq this morning and communicated to him essen- 
tials of Deptel 524 Sept 7. I stressed fact that bank’s concern was 
based on certain financial questions which it wished to have 
cleared up before signing loan agrmt with Iranian Govt. | pointed 
out that when bank agreed year ago tc make loan to Iran it stated 
it wid do so on two conditions; nameiy, +. thore wid be adequate 
supply of dollar exchange to service loan and that there wid be 
enough rials available to take care of local costs involved in suc- 
cessful implementation of loan. I advised Mosadeq that Iranian 
Gov. gave at once written assurances on these two points which | 
passed along to Export-Import Bank. I added that for various rea- 
sons situation with ref .« these two points is by no means as favor- 
able today as it was yew" ago but when Iranian Govt is in position 
to present plans showing how provision will be made for meeting 
local currency and fon exchange requirements State Dept wid ar- 
range for early discussions between Iranians and bank on these 
matters. 

PriMin became angry and said that our govt was working with 
Brit Govt to boycott Iran in order to force an oil settlement that 
was satisfactory to Brit. He said he wid at once write Majlis to 
drop loan matter (the loan agmt itself has not yet, in accord with 
Export-Import Bank loan legis been finally approved by budgetary 
and fon commissions) and wid make statement to press. I urged 
him to take no such hasty action; that he was mistaken in assum- 
ing that we were in any sense boycotting Iran; that problems were 
technical, not political ones and were due largely to long delays 
which have taken place since loan became available in Jan of this 
year. I stressed fact that points raised by Export-Import Bank did 
not mean that bank was unwilling to make loan and that what 
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bank wanted in way of assurances cid result merely in matter of 
delay. 

He was insistent that action of our govt was tied in with oil ques- 
tion, stating that nothing had changed since bank was prepared to 
sign loan agreement except development of oil problem. He re- 
ferred to statement in press, assuming to quote bank authority in 
Washington as saying there wid be neither an Export-Import Bank 
loan nor an internat! ban« loan to Iran until oil question was set- 
tled. I replied that I felt sure that no such statement had been 
made by Export-Import Bank. I also assured him that when | got to 
Washington' I wid go thoroughly into matter of loan. I said that 
assurances to bank with regard to fon exchange and govt revenues 
were not tied to consummation of oil agrmt with Brit, but that shid 
assurances be given of adequate revenues, from whatever source, 
the bank's concern wid be met. 

He then said that since the people wid be reading statement re- 
ferred to above in local press that I shid give him in writing what I 
said to him verbally. I cld see no way of avoiding this, nor did I 
deem it advisable to do so, since he wid make statement to Majlis 
and press which wid be in terms of his own convictions in matter. | 
have prepared letter which | will send him today and I am trans- 
mitting it to Dept in fol wire.” 

GRADY 





‘When Grady was appointed Ambassador to Iran in June 1950, he had undertak- 
en the assignment for | year. At the end of May 1951, he indicated that he would 
like to be relieved by July 15. (Memorandum by McGhee, May 29, 125 Grady, Henry 
F.) The failure of the Stokes Mission presented the first occasion for his relief, and 
Grady left Tehran on Sept. 19. The nomination of the new Ambassador to Iran, Loy 
Henderson, formerly Ambassador to India, was approved by the Senate on Sept. 13 
Henderson arrived in Tehran on Sept. 22 and presented his credentials to the Shah 
on Sept. 29. 

*Telegram 976 from Tehran, Sept. 11. (888.10/9-1151) A more extensive account of 
this conversation was transmitted as an enclosure to despatch 345 from Tehran, 
Sept. 11. (888.10/9-1151) 


No. 86 
Editorial Note 


On Sepiember 12 Prime Minister Mosadeq sent a letter to Harri- 
man through the Iranian Embassy in Washington outlining four 
proposals for the resumption of talks with the British and stating 
that, if 15 days after the presentation of his proposals to the Brit- 
ish, no satisfactory conclusion was achieved, then the Iranian Gov- 
ernment would cancel the residence permits of all British experts 
and staff residing in the southern oil fields. On September 15 Har- 
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riman replied, commenting that the four proposals appeared to be 
the same as those presented to Stokes and in some respects were a 
retrogression from previous Iranian positions. Because of the 
nature of the Iranian proposals, Harriman expressed the view that 
they would further aggravate the situation and declined to pass 
them on to the British. 

Four days later Minister of Court Ala handed Ambassador Shep- 
herd a set of proposais similar to those sent to Harriman, differing 
only in that no ultimatum was included and that the Iranians were 
prepared to accept a foreign technical director. On September 21 
officers of the Department of State, having learned of the Iranian 
proposals through the Embassy in Tehran, discussed them with 
Ambassador Franks, stressed their fear of the serious repercussions 
of a completely negative reaction to what appeared to be a step for- 
ward by Iran, and emphasized the new element that seemed to 
have been added by the apparent willingness of Iran to send a mis- 
sion to London for negotiations. (Telegram 1622 to London, Septem- 
ber 22; 888.2553/9-2051) On September 23 the Embassy in London 
reported that despite the urging of the United States, and acting 
on information from T-hran that the Shah was now disposed to 
act, the Foreign Office had instructed Shepherd to reject the Irani- 
an proposals. 

For texts of the letters exchanged between Mosadeg and Harri- 
man, the second Iranian proposal, and Shepherd's letter of rejec- 
tion, see British Cmd. 8425, pages 60-66 or Documents (R.L.1LA.) for 
1951, pages 506-514. The Harriman-Mosadeq correspondence is 
also printed in Department of State Bulletin, October 1, 1951, pages 
547-548. 


No. 87 


Memorandum by the Acting Secretary of State' 


TOP SECRET [WasHINGTON,| September 21, 1951. 
Capinet Meetina, Fripay, Serremper 21, 1951 
POSSIBILITY UTILIZATION IF“.NIAN OIL BY USSR 


Secretary Lovett made a long report on a study he has had com- 
pleted with respect to Iran and the possibility of utilization of Ira- 





‘Secretary Acheson was in Ottawa for the Seventh Session of the North Atlantic 
Council, Sept. 15-20; for documentation on this meeting, see Foreign Relations, 1951, 
vol. m, Part 1, pp. 616 ff 
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nian oil by the USSR. He pointed out that of a tanker tonnage 
equivalent of about 1,500T2 worldwide, a substantial amount of 
tanker tonnage was in the hands of nations other than the US or 
UK, many under Panamanian registry. He further pointed out that 
if the USSR should be able to convert Iran to a satellite or other 
subservient status, USSR could more than likely acquire sufficient 
tanker tonnage to move substantial quantities of Iranian oil into 
USSR territory. 

He pointed out that under the circumstances it was wrong to 
assume that the USSR could not make fairly rapid use of Iranian 
oil and that substantial military effort would be required to pre- 
vent this in the event of hostility. He suggested consideration be 
given to avoiding the possible transfer of tankers to control of the 
USSR, and if it appears that the British are not going to work out 
their problem with Iran, the sending in of American technicians 
and other personnel to operate the oil installations if this became 
necessary to prevent the USSR from acquiring the advantage of 
Iranian oil. 

After the meeting I suggested to Secretary Lovett that it would 
cause real difficulty in the immediate trying period if any indica- 
tion came from anyone in the Government that we were consider- 
ing putting American technicians into Iran. 


JW 
No. 88 
MAR 24 9 255) Telegram 
The Charge in Iran (Richards) to the Department of State 
TOP SECRET NIACT TEHRAN, September 25, 1951—11 p. m. 


1163. When Amb Henderson called on Min Foreign Affairs 
Kazemi this morning latter suggested Amb pay informal call on 
PriMin soonest. Amb reminded Min Foreign Affairs that he had 
not yet called on Shah to present credentials but was assured Iran 
Govt wid consider informal call quite proper and arrangement wid 
be made for Amb Henderson to see PriMin Mossadeq 6 p. m., Sept 
25. 

Therefore, Amb, accompanied by Stutesman as interpreter, met 
PriMin at latter's residence 6 p. m. After exchange courtesies 
PriMin spoke of depth of national feeling re oil dispute and public 
discontent with Brit policy which he said was inextricably mixed 
with ex-AIOC conduct in Iran. He described again his fears that 
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the center mass of patriotic Persians wid turn to Leftist revolution 
if “cause” against Brit intervention internal affairs not won. 

At this point he referred to today’s instructions sent provisional 
three directors NIOC that all Brit oil technicians must leave Iran 
by Oct 4th. (Embtel 1159, Sept 25.') Amb said that he wid appreci- 
ate understanding background this move and PriMin’s explanation 
what he hoped to gain thereby. PriMin replied that if Brit techni- 
cians remained no non-Brit foreign technicians or oil purchasers 
wid dare open dealings with Iran. Amb asked if he properly under- 
stood Iran Govt intention was to burn bridges so that world wid 
know Iran-Brit negots forever broken. PriMin quickly replied he 
did not want to drive Brit out but situation required this action. He 
explained Brit technique was exert econ pressure while preventing 
operation oil industry in hopes Brit conditions cld be imposed on 
Iran when country thoroughly impoverished. He said Iran Govt cld 
exist 4 months more on funds on hand and national loan now being 
commenced. 

Amb said he wanted to help in anyway possible. He said: 


(1) He agreed it wid be tragedy for Iran, Brit and world if conces- 
reestablished Iran which wid give Brit undue pol power within 

ran, 

(2) Altho neither oil expert nor experienced industrial r, 
he believed advice oil experts in whom he had confidence that 
large oil industry cld not be run satisfactorily by employment indi- 
vidual inexperienced technicians from different countries and seri- 
ous econ troubles wid face Iran for a long time if industry unpro- 
ductive. Amb continued that only solution apparent to him was un- 
derstanding between Brit and Iranians which wid allow Brit tech 
direction oil industry while removing possibility their improper in- 
terference in Iran’s internal affairs. 


PriMin gave vigorous assent these statements and said door not 
entirely closed. He described his govt’s attempt keep discussions 
going on basis four point proposal submitted Brit Amb by Min 
Court Ala last week. (Embtel 1091, Sept 20). He produced copy 
these proposals and copy Brit Amb Shepherd's ltr in reply Ala 
(Embtel 1143, Sept 24). PriMin said Brit reply indicated Harriman 
had agreed with Brit rejection and in fact ltr to Ala indicated Har- 
riman ltr Sept 15 gave rejection new proposals and Brit Govt en- 
tirely in agreement.? Implication obviously drawn by Mossadeq 
who appeared indignant at Brit reply was that Harriman after con- 
sultation with Brit agreed to reject new proposals. 





'Not printed 

*Neither telegram cited in this paragraph is printed. Regarding the Iranian four- 
point proposal of Sept. 19, Ambassador Shepherd's reply of Sept. 23, and Harriman’s 
letter of Sept. 15, see Document 86 
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PriMin said if Brit mission dispatched Tehran by Oct 4th or Brit 
Amb Tehran instructed open negots basis four point proposal origi- 
nally outlined to Brit by Ala ltr dispute cid still be settled by 
negot. He laid down further condition that these negots must be 
successful within 15 day period starting Sept 27th. He further 
added that this conversation wid have to be kept entirely secret by 
the three participants. Amb Henderson cld however, approach Brit 
with suggestion that they send such mission or instructions. Amb 
cld then negotiate with Irans with view obtain agreement enter 
negots. In any case, PriMin insisted four point proposal contained 
in Ala memo wid be basis discussions. 

Amb said he cid not argue on behalf Brit; nevertheless he felt it 
necessary in order approach Brit that he have some sweetening 
four point proposal to allow Brit save face in opening negots after 
having rejected same proposal previously. Amb asked if he cid 
assure that technical director might be Brit national. PriMin re- 
plied “absolutely no” as an assurance of this kind cld only be given 
through Majlis. Amb asked if possible Iran mission go to London. 
PriMin replied this wid be impossible. Amb asked if discussions 
wid be carried out within framework four point proposal or if Brit 
wld have to accept it completely before coming out. 

PriMin replied no new proposals cld be made but that within 
framework four point proposal minor changes cld be worked out in 
discussions; for example, he referred Stokes request Brit purchase 
10 million tons oil and said quantity cld be augmented if Brit de- 
sired. 

The Amb inquired if there had been any discussions methods de- 
termining Iran counterclaims oil dispute and PriMin said Iranians 
wid fix Brit debt to them on basis past accounts but he said ‘“‘on my 
word of honor I assure you we want to finish this affair quickly”. 

PriMin made two definite points during course conversations: 


(1) In next few days all countries of world wid be asked to offer 
send technicians and buy oil and every offer from no matter what 
country wid receive consideration; 

() Brit cannot participate on profit sharing basis oil revenues 
after just claims have been paid. 


"wo hour conversation ended in friendly atmosphere with 
PriMin understanding Amb wid await instructions. 

Dept may wish in its discretion communicate this to Emb 
London. However, Amb Henderson strongly feels his effectiveness 
here will be seriously harmed if British learn of this top secret con- 
versation with PriMin. 

Dept will observe Amb gave no undertaking re his course action. 
He and I inclined believe it wid be useless endeavor persuade Brit 
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Amb here recommend his govt op:> negots on basis Ala memo. On 
other hand in our opinion if Brit .:iinue remain aloof and make 
no move to renew negots Brit technicians likely be expelled by Oct 
4. 

Even if Mossadeq shid, in meantime, be overthrown, successor 
govt wid find it extremely difficult withdraw expulsion order 
unless Brit shid change present attitude. We hope therefore Dept 
can persuade Brit either send someone Iran immediately to enter 
discussions with Ala memo as starting point, or instruct Amb Shep- 
herd to negot. We doubt Amb Shepherd in present frame mind cid 
negotiate effectively unless he in receipt fresh and specific instruc- 
tions. In any event seems important Brit take steps to prevail on 
Mossadeq not slam door by carrying out expulsion orders. Mossa- 
deq apparently feels he has yielded to Brit insistence that he take 
next step and that he has been snubbed. 

RICHARDS 


No. 89 
‘yt om Telegram 


The Secretary of State to the Embassy in Tehran’ 


SECRET PRIORITY WASHINGTON, September 26, 1951—7 p. m. 


655. Re immed fol tel,’ fol is msg dated 25 Sept from Attlee to 
Pres: 

“You will recall that on Aug 23rd I sent you personal msg* ex- 
pressing grave concern of HMG over situation in Persia and urging 
in our common interests USGov shid make it plain they fully sup- 
ported attitude which HMG had been compelled to adopt. I was 
greatly encouraged by discussions which took place between Morri- 
son and Acheson on this matter on Sept 11th |/0th}* and by firm 
reply which Harriman sent Musaddiq when he recently threatened 
an ultimatum involving withdrawal of Residence Permits of Brit 
staff.* 

2. Unfortunately since then there has been further deterioration 
in situation in Persia which has now culminated in announcement 
by Persian Govt so far unaccompanied by any notification to HMG 





‘Repeated to London 

"Telegram 656, infra 

"Not printed 

*Minutes of this meeting, US.-U.K. MIN-1, are in Conference files, lot 59 D 95, 
CF 9 

*See Document 86 
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that they propose on Sept 27th to give remaining Brit staff at 
Abadan one week within which to quit Persia.* 

3. This step if implermented wid constitute final flouting by Per- 
sian Govt of interim decision of ICJ under which status quo in 
regard to oil industry and AIOC in Persia was in effect to be main- 
tained pending Court’s fina! decision. Issue of announcement faces 
HMG with choice between withdrawing whole of Brit staff or of in- 
tervening in Persia in order to secure their maintenance in 
Abadan. Hitherto under considerable provocation we have kept sit- 
uation open for settlement. We are now faced with action by Per- 
sian Govt which may be irreparable. 

4. To submit to eviction of Brit staff wid in view of HMG have 
gravest consequences not only for UK interests in Persia but for 
US as well as UK interests throughout the Middle East. Further it 
wid represent blow to Brit and I believe to Western influence and 
prestige in area which as we have both recognized is weak spot in 
our containment wall. Finally it wid leave vacuum in Persia which 
Russia by logic of events wid be bound to try to fill. In meantime it 
wid render far more remote chances of solution of oil dispute and 
eventual econ collapse of Persia cld only be averted by large-scale 
external assistance. 

5. On other hand for HMG to seek to maintain Brit staff in 
Abadan by armed intervention wid cle**'y run serious risks quite 
apart from its legal aspect. You will a, , reviate however that public 
opinivn in this country will find it difficult to understand why deci- 
sion of ICJ cannot be enforced and its violation by Persian Govt 
prevented. 

6. I believe ur advisers share view strongly held by mine that 
Shah alone if only he will act with sufficient resolution has power 
to remedy situation both as regards eviction of Brit staff and re- 
placement of Musaddiq by govt with which we can negotiate on 
reasonable basis. | am accordingly instructing HM Amb at Tehran 
to ser him as soon as possible and urge on him in strongest terms 
necessity of taking immed action to prevent Persian Govt from pro- 
ceeding with present intention in order avoid most serious situa- 
tion arising between his country and UK. 

7. | am convinced in this matter interests of UK and US march 
together. I earnestly hope therefore that you will agree that in this 
situation US stand firmly with us in opposition to this procedure 
by ultimatum and that ur rep at Tehran will be instructed to asso- 
ciate himself with representation which Shepherd is making. I am 





*For text of the telegram, Sept. 25, from Mosadeq to the Oil Board an 
the expulsion of British technicians from Iran, see Documents (R.1.1A.) for 1951, p 
519 








"At 9 p. m. on Sept. 26 im telegram 169%, drafted by Mctihee, Rountree, and Per- 
kins and bearing McGhee's initials over the typed clearances of Secretary Acheson 
and Presider t Truman, the Embassy in London was instructed to deliver President 
Truman's i .ial reactions to to Attlee's message The Embassy was to indicate that 


his representstions about the seriousness of the proposed Iranian action, that Presi- 
dent Truman was pleased to see the British recognized the consequences of using 
force at Abadan, and that the President felt the British should come forward with 
some 
nable 


: 
: 
B 


No. 90 


i 


Pot & Mol Telegram 


The Secretary of State to the Embassy in Iran’ 


SECRET PRIORITY Wasninoton, September 26, 1951—9 p. m. 


656. Brit Amb handed Secy this morning msg from Attlee to Pres 
Truman, text of which transmitted immed preceding tel.” 

Amb was told that altho we wid support Brit position to extent 
of associating USGov with Shepherd's representation as to serious- 
ness of situation imposed by Govt's proposed action re expulsion re- 
maining Brit personnel, we cld not do so in relation to his precise 
recommendations since we did not in fact know what they wid be. 

In view urgency immediate approach to Shah on this question, 
earnestly hope appointment with him can be made today if possi- 
ble. If feasible, suggest date for presentation credentia!s be moved 
forward; otherwise it may be possible to arrange informal mtg in 
advance presentation of credentials. Shah shid be advised along fol 
lines: 

1. That USGov greatly concerned re proposed action of IranGov 


in forcing Brit nel in Abadan to evacuate. Such drastic uni- 
lateral action wid cause unfavorable reaction against Iran in world 
opinion, wid vate already serious situation in Iran, and in all 


ility wld make impossible resumption of negots with Brit 
ng to amicable settlement of oil controversy. Expulsion of Brit 


‘Drafted bs by McGhee and Rountree and approved by Secretary Acheson and Presi- 
dent Truman. Repeated to London. The last page of the source text is initialed by 
McGhee and Perkins 

"Telegram 655, supra 














E 


hn 
stand ready to assist in any way possible. This connection Shah 
> that US will assist Iran in obtaining agreement which 
wid eliminate any interference in internal affairs on part of oil co 
and one which wid provide to Iran net profit as high as that recd 


by any other country under comparable circumstances. 


cern to Shah as well as to PriMin.’ 





*On Sept. 26 Secretary of Defense Lovett called Secretary Acheson to report that 
he had just been visited by British Air Chief Marshal Sir William Elliot, who “obvi- 
ously had some sort of alert or warning from his General Staff or from British imili- 

Continued 
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No. 91 


wee 2553 9 Bho) Telegram 


The Charge in the United Kingdom (Holmes) to the Department of 
State' 


TOP SECRET NIACT Lonpon, September 26, 1951—6 p. m. 

1527. For the Secretary. Makins, who is acting head FonOff, 
asked me in today to bring me up to date on latest developments in 
Iran crisis. He showed me: (1) PriMin’s msg ex [to] President;* (2) 
instr to Shepherd to see Shah and to urge on him in firm but 
friendly terms absolute necessity his taking forthright action to 
stop order for expulsion of remaining technicians in Abadan; and 
(3) further instr to Shepherd to see Fatemi and protest expulsion 
order in strongest terms. Presumably all three docs have already 
been shown Dept by Brit Emb Wash. 

Makins, who was present at last night's Cabinet comite mtg 
when decisions reflected in foregoing docs were taken, told me he 
did not know, however, whether opposition leaders had been con- 
sulted. In response to my question, he also said no decision has yet 
been taken re course of action HMG will pursue in event appeal to 
Shah is unsuccessful, but observed that Cabinet will have face 
matter squarely and that decision will probably lie in one of two 
alternatives: (1) voluntary withdrawal remaining technicians before 
Irans can forcibly expel them; or (2) use of force to maintain them 
in Abadan. 

It is extremely difficult for Emb to predict at this point which 
Cabinet wid feel compelled to take. As msg to Pres makes clear, 
govt is faced with very far-reaching dilemma, which, we wish em- 
phasize, is made even more difficult by imminence of genl elec- 
tion.’ Expulsion order is alarming new factor which govt must con- 
front squarely and urgently. Iranians have now forced showdown 
and hardcore Abadan, whatever its practical usefulness, has ac- 
quired tremendous symbolic significance. As Dept knows, Labor 





tary quarters, in connection with the ejection note Elliot indicated to Lovett that 
the Iranian situation was headed for real trouble and outlined the problems of ejec- 
tion or troop landings, along the lines set forth by Attlee in his note to President 
Truman. Lovett told Elliot. “the British are operating on bad intelligence, and think 
they can handle the situation, when in fact the danger is that they cannot do so any 
more successfully than they were able to handle the Arabian-Palestine situation.” 
(Memorandum, Sept 26. 88® 25539-2651) 

‘Repeated to Tehran, received in the Department at 1:50 a. m. Sept. 27 

*Transmitted in Document 89 

*Orct. 25 
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Govt has in recent months been more vulnerable from attack on 
ME than on any other phase of its foreign policy and it is not to be 
expected that conservatives will neglect any opportunity to drive 
home to electorate the already familiar allegation that Labor's hes- 
itancy and weakness have been instrumental in decline of Brit in- 
fluence, prestige and material stake in this critical area. It is our 
electorate. Today's press contains ample confirmation that gen! 
tenor of feeling here is that UK can not supinely stand by in face 
this latest provocation. Moreover there are govt’s recorded state- 
ments, which while carefully worded to preserve maximum free- 
dom of action, are nevertheless widely interpreted as intention to 
hold Abadan by force if necessary. For example, Attlee during Fon- 
Offs debate July 30, while admitting there might have be with- 
drawal from “some part of Abadan”, went on to say “our intention 
is not to evacuate entirely”. Lord Henderson in Lords following day 
termed this as announcement “that we shid stay in Abadan” and 
added “in saying that, we accept all the implications that flow from 
that decision”. While it is likely that Attlee and Henderson merely 
intended the foregoing as an expression of the govt’s intention in 
the situation then prevailing, their statements have nevertheless 
been widely interpreted as a continuing commitment. 

Under circumstances, we can see only two ways in which Labor 
Govt can resolve dilemma, either: (1) by endeavoring secure opposi- 
tion agreement to voluntary evacuation of Abadan personnel 
(which wid undoubtedly have been accompanied by strongest pro- 
test and retaliatory measures); or (2) by holding on to Abadan by 
force and thereby obviating by deed Cons charge Labor Govt 
showed weakness. We do not believe that alternative (1) is practica- 
ble as we cannot see Conservatives, particularly in view their own 
most uncompromising stand on importance holding refinery, associ- 
ating themselves with a policy which wid generally be interpreted 
here as virtually complete capitulation. It is our belief therefore 
that Labor in face latest Iran action, will find itself under strong 
compulsion to . se force to maintain present nucleus of technicians 
in Abadan un'e: appeal to Shah successful and expulsicn order re- 
scinded. In final analysis, however, decision re use force will prob- 
ably be largely influenced by US attitude. 

There can be little doubt, however, that Labor Govt wid welcome 
way out present dilemma if it cld be accomplishe.J without national 
and, incidentally, party consequences it fears. Appeal to Shah 
along lines Attlee’s msg is only hope they feel they have. In view of 
far-reaching implications of voluntary withdrawal or use of force, | 
hope President will find it possible comply with PriMin’s request to 
extent of doing everything possible at this critical juncture in 
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making clear to Shah, Iran Govt and Iran people that we condemn 
expulsion order and that we strongly urge it be rescinded. 

I wid like to add a final note of caution. There is a strong feeling 
in govt circles at the present time that the issue in Iran has been 
and staunchest ally shid show its hand firmly and unequivocally in 
support of them. | fear very much that if the feeling becomes prev- 
alent in Labor circles that we have failed them in their hour of 
need, some Laborites will, in order to explain their own failure, 
feel compelled to place blame on US. To my mind it wid be most 
unfortunate if any US-UK divergency on this issue were publicly 
aired in this pre-election period. | am not citing this as the princi- 
pal reason why I feel we shid support the UK at this time, but | 
think it has an important bearing on the situation and should be 
kept constantly in mind. 

Ho_mes 


D. The Angle-lranian O11 Company Diepute at the United Nations 


No. 92 
Editorial Note 


On September 27 the British Cabinet discussed the oil question 
and took the following decisions on lran: 


1. The British were not prepared to authorize the use of force to 
maintain the staff at Abadan. 

2. Because of the situation created by the expulsion order the 
British would refer the dispute to the United Nations Security 
ee ee See ae nited States 


4 
5. The Shah should be informed that the British might make 
Bp Se pes 5 aay ees coe with a more reasona- 
ble Iranian Governmen 
6. The Shah chould be warned that expulsion of the British staff 
mig t lead the British to take more stri t measures to 
- oy legitimate rights and interests and measures might fur- 
ther damage the Iranian economy. 


A copy of these decisions was handed to Raynor just before noon 
on September 28 by Bernard Burrows, who also handed him a copy 
of a draft Security Council resolution which called on Iran to act in 
conformity with the International Court of Justice decision and in 
particular to allow the British technicians to remein in Iran. 
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(Memorandum of conversation; 888.2553/9-2851) For texts of the 
British resolution and the letter transmitting it to the Security 
Council, see U.N. Docs. S/2358 and S/2357 in United Nations Secu- 
rity Council, Sixth Year, Supplement for October, November and De- 
cember, 1951, pages 1~3. 





No. 93 
RNA 2553/9-2751 Telegram 
The Ambassador-Designate in Iran (Henderson) to the Department 
of State 
TOP SECRET NIACT TEHRAN, September 27, 1951—10 a. m. 


1180. From Henderson for McGhee. 
1. Ala told me fol last evening personally and in extreme confi- 
dence: 


(a) Shepherd UK Amb who had been trying see Shah for several 
days and who had finally been given appointment this afternoon 4 
o'clock called on Ala yesterday afternoon. Shepherd informed Ala 
that under instrs from his govt he had made strong oral protest 
earlier in day to MFA against decision Iranian Govt to expel Brit 
oil experts from country. According to his note which he gave Ala 
Amb had on behalf his govt expressed to MFA “astonishment at 
drastic measures against Brit natls residing in Persia without any 
communication to HMG”. Amb had further told MFA “Persian 
Govt bears full responsibility for consequences this decision whith 
must have grave effect on Anglo-Persian relations. In circum- 
stances HMG reserve full liberty of action”. MFA had replied to 
Amb no communication to HMG had seemed necessary since latter 
must already have had notice intentions Iranian Govt. Mosadeq 
had some time ago outlined program to Senate which had given ap- 

roval; these experts had been unwilling enter into contracts with 

ranian Oil Co and since AIOC was already defunct in Iran their 
= Iran merely served render their replacement more diffi- 
cult. 

(b) Brit Amb told Ala he regretted delay seeing Shah because he 
had most urgent msg for Shah from Attlee. He gave Ala copy his 
instrs from Attlee which Ala showed me. Amb was instructed to 
inform Shah of seriousness with which Attlee regarded latest move 
Iranian Govt to state, “this will gravely affect relations between 
our two countries and have most serious immediate and long-term 
effect on Persia’s econ as well as on her internal and external posi- 
tion”. Amb was also instructed say that altho Attlee cld under- 
stand hesitation of Shah hitherto to intervene he thought Shah 
“must appreciate that political situation has now arisen which he 
alone can redress, and that if he does not act now situation ma 
well be beyond our power of control or repair. I trust that he will 
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(c) Ala had dis discussed this conversation with Shah just before 
coming see me.' Shah was eg gen perplexed as was Ala who did 
not know just what advice give doubt opposition to Mosadeq 
growing but Mosadeq crafty, resourceful, and effective rabble 
rouser. He might, by open denunciation of Shah if latter shld try 
intervene and by appeals to religious and national fanaticism, 
create such atmosphere that Majlis wid be completely cowed and 
Shah’s position irretrievably ruined. He thought carrying out of ex- 
pulsion order wid be unfortunate; elimination of Shah who was just 
now main stabilizing element in Iran wid however be even more 
disastrous. Already Mosadeq had demonstrated readiness to turn 
against Shah. He had recently sent Shah ltr charging Princess 
Ashraf with endeavoring rally opposition against him in Majlis and 
had informed Shah unless Princess wid refrain from political ac- 
tivities he wld be compelled publicly denounce her. 

(d) Seyid Zia who had weekly audience with Shah had also talked 
with Ala during course of _~. He had also told Ala he had advised 
Shah time had come for replacement Mosadeq. He (Seyid Zia) had 
no desire for polit office just now. He wid, however, give support 
Qavam or anyone else who might be named succeed Mosedes Ala 
had asked him if he wid serve in Qavam Cabinet and suggested at 
this critical time responsible Iranian polit leaders shid put aside 
Spee ambitions and form govt together for good country. Seyid 

said he wid not enter another's Cab but wid support any suc- 
cessor Mosadeq agreeable to Shah. Ala thought, however, 


Qavam preparing succeed Mosadeg. Qavam extremely active and 
was even drafting statement criticizing present govt and making 
suggestions re Iran future policies. Ala was afraid, however, as 
— was, Mosadeq by appeals to mob spirit cld out-maneuver 


- Ala said Shah and he deepiy worried re Brit intentions. Re- 
weg from Moscow and other capitals indicated some kind talks re 
ran might be taking place between Brit and Russians. In past Brit 
and Russians had not hesitated sacrifice Iran for their selfish ends. 
Possibility cld not be ignored Brit might stir up violence in south, 
land troops to protect Brit citizens and aya and let these 
troops remain there. Russians then with at least tacit approval Brit 
cld move into north Iran. One his purposes in coming to me was to 
ask me whom we knew to be friend Iran: (a) Did I think Brit might 
resort to force against Iran? (b) what in my opinion shld he advise 
Shah do or not do in circumstances? 


2. I told Ala I of course no position say what Brit wid or wid not 
do given circumstances. I was confident however, UK as loyal sin- 





‘On Sept. 28 Henderson reported that Shepherd had given him a copy of Attlee’s 
message to the Shah on that afternoon and had told him that the Shah took the 
position that “now was no time to intervene.” Shepherd also told Henderson that 
the British Cabinet had decided to take the case to the U.N. Security Council and 
repeated that, in his opinion, it was useless to attempt to deal with Mosadeq. (Tele- 
gram 1205; 888.2553/9-2851) 
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cere member UN wid do nothing contrary spirit UN Charter even 
though Iran chose ignore findings Intnat! Court. Undoubtedly indi- 
vidual Britishers perhaps even some officials favored use force. I 
was sure, however, Brit Govt itself wld not tolerate use force 
except possibly protect UK nationals in case they seemed be per- 
sonal danger. 

3. Ala said language used by Brit Amb was that traditionally em- 
ployed when force contemplated. Was there no danger that certain 
Brit agents might themselves promote violence Khuzistan so that 
UK wild send in troops protect its citizens? 

4. I said I did not believe any serious danger this kind existed. 
Important, however, Iran made sure all foreigners in Iran just now 
receive full protection. 

5. Re Ala’s second question difficult for me suggest kind of advice 
he shld give Shah. | still novice in Iran; he knew internal condi- 
tions, Iranian frame of mind, possibilities and difficulties better 
than I. Did Shah and he consider it wid be in interest country for 
Mosadeg to be replaced just now? 

6. Ala said it had been hitherto opinion Shah preferable that Mo- 
sadeq himself be responsible for such agreement as might be made 
with Brit so that he and other extreme nationalists wid not be in 
position later to attack it. In view Brit apparent determination not 
deal further with Mosadeq and latter's determination to go ahead 
with his plans regardless of effect on Iran, Shah and he both be- 
lieved it wid be better Mosadeq get out now. Wrong move on 
Shah's part, however, cld be disastrous. 

7. I said if responsible leaders Iran considered it wld be country’s 
interest for Mosadeq be replaced seemed to me they shld take 
action among themselves and not wait for Shah to endanger his po- 
sition by personal intervention. Ala, Min Court, somewhat handi- 
capped since Shah wid be held responsible for his actions, never- 
theless there must be other statesmen who at this critical time wid 
put interests country over their own polit ambitions. Were there 
not polit leaders who wid dare openly say that interests Iran de- 
manded that ‘f possible arrangements be made with Brits whereby 
under Iranian auth and scrutiny Brit specialist experienced in Iran 
cld produce and distribute Iranian oil on terms which wid be ad- 
vantageous both to Iran and to UK as well as world econ? Such 
leaders cld denounce to their hearts content past interference 
AIOC in Iranian internal affairs and insist any future arrange- 
ments must provide guarantee against further interference but at 
same time they cid point out Iranians merely hurting themselves if 
they fail make every effort utilize services specialists already ac- 
quainted with peculiar problems of producing and distributing Ira- 
nian oil. | thought Brit arguments that they cld not effectively op- 
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erate in Iran except through companies which had Brit manager 
and certain degree autonomy had much validity. It was in my opin- 
ion possible for companies this kind to exist and operate under re- 
strictions which wid render it extremely difficult for them engage 
in other than tech and purely commercial activities. Naturally in 
course of time Iranians themselves would want to take over from 
Brit. Length of period of Brit tech control and manner of distribut- 
ing of profits cld be matters of negot. Factor of amount of compen- 
sation due Brit and method discharging debt might well affect deci- 
sion both these questions. Cld not some responsible Iranian states- 
men come forward with sobering suggestions this kind. 

8. Ala replied he thought that perhaps they cld. Qavam was 
person take leadership. Ala had already talked with Sadr Fakhr 
Hekmat, Speaker of Majlis who was Qavam man and Hekmat was 
considering possibility asking that Majlis hold secret session on 
Sept 27 to discuss national situation. Hekmat hoped during such 
session gauge and mobilize such latent opposition as existed... . 

9. I again stressed that during our conversation I had merely 
been thinking aloud. I was not speaking for my govt but was only 
trying express some of my own ideas. I was grateful for confidence 
he had displayed in me which I hoped he would find had not been 
misplaced. He cld be sure what he had told me wid not be passed 
on to any other govt. 

10. Regret length this tel. Present situation such it difficult for 
me move in direction that I conceive be our objective without 
action on my own judgment on spot without awaiting instructions. 
Therefore like for Dept know considerable detail what I am doing 
and circumstances prompting me. 

[HENDERSON } 


No. 94 
eek 25559-2751 Telegram 


The Ambassador-Designate in Iran (Henderson) to the Department 
of State 


TOP SECRET PRIORITY TEHRAN, September 27, 1951—5 p. m. 


1191. Personal from Henderson for Secretary, Perkins and 
McGhee. 

1. 1am sure Department will never give in to pressure which ap- 
parently is being exerted on US in order to prevail upon it to ac- 
quiesce in use by UK of force or threat of force in order attain cer- 
tain ends in Iran. No matter how disastrous to free world it might 
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be for UK to be driven permanently out of oil fields Iran or how 
resentful British public might feel towards US if it fails to acqui- 
esce, fact cannot be escaped that entry into Iran by armed force 
UK this juncture, except perhaps temporarily for bona fide purpose 
rescuing and escorting from country UK nationals in actual physi- 
cal danger, could not be considered other than act of armed aggres- 
sion. 

2. Our whole foreign policy for last five years has been based on 
opposition to aggression. We have given tremendous amounts fi- 
nancia| assistance to various nations to enable them better to resist 
aggression; we have sacrificed American lives and resources and 
have persuaded other nations make similar sacrifices in Korea in 
order to discourage acts of aggression. If now we acquiesce in 
action smacking of aggression on part our ally and friend, we shall 
stand before world stripped of all pretense to idealism and obvious- 
ly guilty of grossest hypocrisy. We shall have thrown away banner 
of principle around which we have thus far been able rally most 
nations of world. 

3. My concern at this pressure is not due so much to fear that we 
might yield to it as to realization that its existence indicates there 
is wide divergence between our approach towards present world 
problems and approach of those applying pressure. ' 

| HENDERSON} 





‘Upon receipt of this telegram the Department of State cabled Henderson that its 
represented the views of the United States on the subject. (Telegram 663 
to Tehran, Sept. 27, 10 p. m., 888.2553/9-2751) 


No. 95 
WAR 25548, 9-2851 Telegram 
The Ambassador-Designate in Iran (Henderson) to the Department 
of State 
SECRET NIACT TEHRAN, September 28, 1951—7 p. m. 


1208. From Henderson. 

1. Accompanied by Stutesman, I called on Mossadeg this after- 
noon. Our talk lasted approx hour. | referred our previous conv' 
and said my govt did not believe it wid serve any useful purpose 
for it to endeavor to persuade the Brit Govt reconsider its decision 
that proposals contained in Ala memo? did not offer basis for re- 





'See Document 88. 
*Regarding the Iranian proposals on Sept. 19, see Document 86. 
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sumption of negots. I added my govt deeply concerned at his recent 
order for expulsion Brit personnel from South Iran and proceeded 
to present Dept’s views as set forth in appropriate sections Deptel 
656 Sept 29 [26], 9 p. m.* 

2. When I had concluded my statement, Mossadeq, who became 
progressively more grim as I talked, merely said: “I have nothing 
to say.” I told him that I had come to him as friend of Iran and 
had talked to him as friend. I was sure he had something on his 
heart and hoped he wid be as frank with me as I had tried to be 
with him. He replied that words I had uttered did not help the sit- 
uation in the slightest. “Hungry stomachs have no faiths; if it was 
true Iran cld not successfully exploit its oil without Brit tech assist- 
ance, then revolution must follow; we have made our proposals to 
Brits and we will go no further; the order for the expulsion of Brit 
techs will be carried out.” He then launched into a long exposition 
of alleged fraudulent activities of the Co during last 40 years. He 
showed a chart to prove failure of Co carry out its obligations. | 
told him it not my intention defend Co for its past practices; I was 
merely trying point out that in opinion my govt—an opinion I per- 
sonally share—it wid be extremely difficult company in near future 
to realize any profits from oil if it dispensed entirely with services, 
Brit tech personnel experienced in Iran. 

3. Mossadeq said he was confident Iran with help of non-Brit oil 
experts cld profitably exploit its oil; if he was wrong, country wid 
not be any worse off than it had been in past, since most of funds 
which Iran had recd from Co had been spent for mil purposes and, 
in his opinion, wasted. The oil cld remain in ground for use some 
future generation. 

4. I said I found myself in disagreement with him; I did not be- 
lieve present generation in Iran wid be content with present lot; it 
wid insist on higher standards of living and any Iran Govt which 
did not offer some prospect of econ development wid have difficulty 
in surviving. He agreed, adding that in past Iran had endeavored 
to fol democratic way in cooperation with democratic countries; if 
demo countries no longer willing to help Iran, country wid be free 
go any direction which might be open to it. 

5. I said I did not know what prompted this remark. There had 
been no indication from my govt that it wid not be prepared to try 
aid Iran just because Iran Govt refused to accept its advice. I did 
believe, however, that such assistance as Iran might obtain from 
US wid be much less effective if Brits were driven out. 





*Document 90 
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6. Mossadeq said he was grateful for US aid in past year preserv- 
ing sovereignty and integrity Iran; he was also appreciative of help 
we were now giving, such as aid in control of locusts,‘ etc. 

7. I gained impression from this conv with Mossadeq that his 
hatred for Brits had become almost implacable and now preferred 
that they get entirely out of Iran; that he wid prefer to take chance 
on obtaining and utilizing foreign techs than to have further deal- 
ings with Brit Govt or AIOC. 

8. Altho at times during our conv Mossadeq showed considerable 
irritation, we parted, nevertheless, on good terms. I believe that he 
still feels the US wid like to help him and Iran. 

9. It was agreed his conv was on strictly personal basis and con- 
tents wid not be divulged other govts or press.°® 

| HENDERSON] 





*Documentation on US. aid to control locusts in Iran is in file 888 22 

*Henderson saw Ala during the morning of Sept. 2+ and indicated the statement 
which the Department wished him to make to the Shah. Ala felt that the time had 
not yet come when the Shah could act, but told Henderson that he had endeavored 
to impress Mosadeq with the seriousness of the situation. (Telegram 1204 from 
Tehran, Sept. 25, 3 p. m_; 888.2553/9-2851) 


No. 96 
6 285) Teleeram 


The Secretary of State to the Embassy in the United Kingdom' 


TOP SECRET WASHINGTON, September 28, 1951—9 p. m. 
PRIORITY NIACT 

1740. Fol msg from Dept to FonOff supplements Pres msg Sept 26 
to Attlee.” Pls deliver soonest: 

“As pointed out in the President's brief reply of Sept 26 to the 
Pri Min’s msg dated Sept 25,° the Dept feels that to arrest the 
present rapid deterioration of the situation in Iran some new ele- 
ment must be injected. We are gravely concerned that unless this 
is done at once conditions in Iran will soon reach a stage where 
there is imminent danger that the country will be lost to the West- 
ern world. The Dept has, therefore, noted with satisfaction that de- 
cisions taken by the Brit Cabinet on Sept 27 indicate that the Brit 
Govt is thinking along these lines. Recognizing the urgency with 





‘Drafted by McGhee and Rountree; cleared by Webb, Perkins, Nitze, Harriman, 
and the White House, and repeated to Tehran 

*See footnote 7, Document 89 

*Transmitted in Document 89 
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which precise action is required, the fol suggestions are put for- 
ward in the hope that they will be useful to the Brit Govt: 

One of the fundamental difficulties in deciding upon what course 
of action wid be most effective is the improbability of arriving at a 
satisfactory settlement under existing circumstances. It obviously 
wid be much easier to find a solution if a more reasonable govt cid 
come to power under conditions which wid permit the Brit to un- 
dertake negotiations on a realistic basis. The Shah recognizes this 
fact, but it is extremely difficult or impossible for him to assume 
responsibility for installing a new govt before this can be brought 
about by natural political changes in Iran. If this shid be done pre- 
maturely, there is great danger that the Shah himself wid be over- 
thrown, in which case the last element in Iran on which the West- 
ern world can rely wid be lost. Moreover, there is no proof that Dr. 
Mosadeg, as leader of the opposition to any successor govt, cld not 
thwart any agreement which his successor wid endeavor to make. 
For these reasons it is considered unlikely that the Shah will 
decide to force the resignation of Dr. Mosadeq until there is ample 
evidence that such a move wid be successful. The U.S. believes, 
moreover, that obvious fon efforts to bring about the fall of Dr. Mo- 
sadeq's govt have the contrary effect of strengthening his position, 
and nationalistic elements might use such intervention as an argu- 
ment against reaching a new oil agreement with Brit interests. 

It wid appear that the Mosadeg govt, with little regard for the 
practical aspects of the oil industry, has consistently attempted to 
work out some solution to the problem which will give Iran control 
over and a larger share in the earnings from its oil industry and 
prevent a resumption of the economic and political hold on the 
country which the Iranians, rightly or wrongly, have attributed to 
the AIOC. Fol rejection by the Brit of the recent overtures put for- 
ward by Dr. Mosadeg, it is unlikely that he will take any further 
initiative at this stage.* It wid, moreover, be difficult for the Shah 
or other moderate elements to take effective initiative, unless they 
have a new basis for doing so. 

The Dept believes it highly advisable that the Brit Govt maintain 
constant efforts to convince the Iranian people that it is trying in 
good will to find a solution which wil! be acceptable to Iran. Such a 
continued approach wid disprove Dr. Mosadeq’s claim that the Brit 
are opposed to a reasonable settlement, wid weaken Dr. Mosadeg if 
in the light of the Brit attitude he is unable to reach a settlement, 
and wid make it easier for the emergence of a successor govt will- 
ing to make an agreement. 





*Regarding the Iranian proposal of Sept. 19 and the British rejection on Sept. 22, 
see Document 86 
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It is recognized that the Brit Govt wid find it difficult to come 
forward at this time with new proposals which might be interpret- 
ed as weakness towards Dr. Mosadeq, especially if they shid be pub- 
licly rejected by him. A possible course of action which wid meet 
this objection and at the same time wid inject a new element into 
the situation by giving the Shah something which he can use to 
bring about an improvement in the situation, wid be through an 
informal approach in Tehran. 

If the Brit Govt shid desire, the Dept wid be prepared to have 
the American Amb indicate to the Shah the US willingness to en- 
deavor to obtain undertakings from the Brit along certain lines in- 
dicated below, provided the Iran Govt was prepared to accept them 
as a basis for beginning negotiations on a reasonable basis. It is 
possible that even though the ‘feeler’ might be rejected by Dr. Mo- 
sadeq when the Shah discusses it with him, it cld be used to advan- 
tage by the Shah in strengthening the moderate elements. Before 
making the approach we wid, of course, have to be assured that the 
Brit Govt wid be prepared to agree to the proposals if the Amb’'s 
efforts shid prove successful. The advantage of this arrangement 
wid be that if he shid fail no formal announcement or communica- 
tion wid have been made by the Brit. 

It seems to us that there are three important points on which 
you cid give the Iranians assurance, without impairing your funda- 
mental position, which might enable the Shah and the moderate 
elements to have a real prospect of success in creating a situation 
which wid make a settlement possible: 


(a) We are convinced that the primary concern of the nationalist 
elements is that Iran must gain control of her natural resources 
and end fon interference in the internal affairs of Iran which they 
attribute to the AIOC. There is a widespread fear that, if an 
ment is made with the Brit relating to the operation of the oil in- 
dustry within Iran, the AIOC wid simply be continued under a new 
name. In order to dispel this fear, it is suggested that the Brit Govt 
_— to the substitution of Anglo-Dutch interests for the = 

management of operations within the country, with a Dutch or 
other neutral General Manager. Suitable settlement cid, no doubt, 
be worked out between the two oil interests. It cld be emphasized 
that adequate arrangements wid be made to assure that such man- 
agement (whether under an operating contract or as an ~~ 
part of NIOC) wid operate under the general direction of the 
and that the AIOC wid be removed from operations within Iran. 

(b) An a ing feature of any new proposals wid be some ar- 
rangement by which the immediate financial with which 
the country is confronted wid be solved. The Brit might, therefore, 
agree to undertake as an interim measure, immediately upon the 
resumption of iations with the Iranian Govt to buy and trans- 
port oil and ucts now available in Abadan under an arrange- 
ment whereby 50% of the Persian Gulf value of the oil wid be paid 
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to use its full influence in an endeavor to bring about a peaceful 
solution.’”* 
ACHESON 





*On Sept. 29 Gifford reported that he had delivered this message to the Foreign 
Office whose first reaction was that it would not be inflexible to suggestions a, b, 
and c, but that Shepherd had already given the Shah assurances of more favorable 
proposals if Mosadeq were replaced by a more reasonable government (Telegram 
1574 from London; 888.2553/9-2951) 


No. 97 
wee 7508 8 05) Telegram 
The Acting Secretary of State to the Embassy in the United 
Kingdom' 
TOP SECRET WasHinoTon, September 30, 1951—noon. 


PRIORITY NIACT 

1754. For Amb and Holmes. For ur info and guidance in event 
raised with you by Brit fol describes discussions here past 48 hrs re 
UK-lIran SC case. 





'Drafted by Raynor; cleared by GTI, and repeated to Tehran, Moscow, Paris, and 
New York 
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UK Emb informed Dept Thurs night® Cabinet decisions shortly 

before noon Fri. Before Dept had opportunity give Brit our views re 
SC actions public announcement made by UK 5:30 p. m. Fri our 
time. 
Sat afternoon Franks called in and informed Dept felt SC action 
at best questionable and type of res UK had in mind might have 
extremely unfortunate results*® Major reasons Dept advanced 
were: (1) Sovs bound veto such res. Veto per se not of particular 
concern but on this case for first time Sovs wid have a popular veto 
and wid be handled opening for effective ideological propaganda 
campaign which we viewed with great concern. (2) In our view 
seven votes cld not be obtained for UK res.* Even assuming US cid 
vote for it which we did not want to do, and UK itself permitted to 
vote we cid see only six votes. We believe fol states shid be classi- 
fied as against or certainly as doubtful: USSR, Yugo, China, 
Turkey, India. (3) Even assuming seven votes cld be obtained we 
felt UK res wid be mistake for fo! reasons: (1) Sov veto and conse- 
quent propaganda advantage cited above; (2) Iran wid defy res; (3) 
while question not major point, passage of additional res by UN 
which not carried out adds to moral decline UN; (4) It wid certainly 
freeze Iran position thus going far to making further negots impos- 
sible and it wid probal..y strengthen position of Mosadeq as he wid 
pose as champion of Iran against world; (5) as corollary it would 
throw Iran in position of being defended solely by Sov Union. 

We handed to Franks a res text of which communicated in 
Deptel 1747° of type which we thought might have chance of being 
adopted in SC and which if adopted might be turned to construc- 
tive end. 

Franks adopted attitude of not being impressed by our reasoning 
but said he was not sufficiently familiar with background of 
London reasoning behind form of res suggested by London to 
debate question with us. He concentrated on developing our rea- 
sons so he cld report them accurately and in best possible light to 
London. He prophesied that our views wid receive poor reception in 
London and he was apprehensive of cumulative effect of this plus 
gen approach made on Fri 


"Sept. 27 

°A memorandum of Franks conversation with Hickerson, Perkins, and Raynor is 
in file 88K 2553/9- 2951 

“Seven votes were necessary to place a question on the agenda of the Security 
Council 

"Telegram 1747 transmitted the text of a draft resolution that called on the 
United Kingdom and Iran to resume negotiations at the earliest possible moment 
and to refrain from aggravating the situation (8&8 2553/9-2951) 
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Franks was informed that in view inquiries being recd by USUN 
we had no alternative other than to instruct them to answer in- 
In conversation it was hinted to Franks that we might be willing 
send mag to Mosadeg exhorting him not to take action on expulsion 
order while case under consideration in SC, pointing out that Iran 
has been a great beneficiary of UN. 
Weas 


Wee 2543 9 205) Tehegram 


The Ambassador in Iran (Henderson) to the Department of State 


SECRET PRIORITY Tenran, September 30, 1951—5 p. m. 

1215. Fol presentation my credentials morning September 29, 
had forty minute chat with Shah and MFA. Apparently in view 
presence MFA, Shah steered conversation away from oil dispute; 
stressed urgent need Iran for econ development; appreciation of 
such support US had given Iran in past etc. He mentioned his keen 
disappointment at outcome his trip to US;' he had hoped his visit 
wid assist in interesting US Govt and people more deeply in Iran 
and in helping them understand how important it was for future 
Middle East and world peace for US aid Iran in carrying out its 
program econ development. He had hoped he cid contribute to US 
realization that no matter how much US resources and energy 
were poured into Eur and FE, free world wid continue to be in 
danger so long as there was weak, backward and vulnerable Iran. 
For years fol Tehran conf Iranian people had thought their hope 


nate increase in anti-foreign, particularly anti-Western sentiments. 
He still hoped that US wid come to Iran's assistance before it was 
too lute. 

2. I told Shah US Govt and wide sections US people had long re- 
alized importance Iran and had desired and still desired help it 
become prosperous, progressive, self-respectful country—politically, 
economically independent. US resources were not however, inex- 





'Por documentation on the Shah's visit to the United States, Nov. 16-Dec. 30, 
1949, see Foreign Relations, 1949, vol. vi, pp. 471 ff 
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haustible. It cld not distribute these resources recklessly; it also cid 
not carry econ burden whole world at one time; it, therefore, had 
been compelled concentrate its econ aid those areas which seemed 
to it at time to be in greatest danger and which cld make most ef- 
fective use assistance extended to them. | thought sitn was develop- 
ing which wid make it possible for US give more assistance than 
hitherto to Iran. US public opinion wid not however, permit assist- 
ance be given unless convinced country receiving such assistance 
wid be simultaneously doing everything it cid to help itself. It cld 
not be overlooked that technique and matériel from abroad cid, if 
effectively used, help Iran but future of country must rest basically 
on industry, initiative, public spiritedness and integrity Iranian 
people and on enlightened leadership irat.ian statesmen. 

3. Shah concurred. He expressed his concern at tendencies 
middle class intellectuals, particularly youth, to turn towards com- 
munism. He asked if we had similar problems in US. Our talk was 
friendly and informal and I had impression in spite his disappoint- 
ment at our past iailures to live up to Iran expectations in matter 
of aid, he still regarded US as Iran's greatest hope for future. 

4. My talk alone with Shah late yesterday afternoon lasted more 
than hour. It was devoted almost entirely to matters connected 
with current crisis arising out of oil dispute. Shah did not try hide 
his great anxiety and his distress at what he seemed to consider his 
helplessness in sitn. Again and again in seeming despair he wid 
say “But what can | do; I am helpless.” He said if there was any 
real opposition to Mosadeq’s oil policy, it was not organized and ap- 
parently did not dare speak out. Some of older Iranian statesmen 
including Qavam were telling him if he wid remove Mosadeq they 
wid try form govt. They refused, however, themselves openly to 
oppose Mosadeq. Their idea was apparently to move in if Shah shid 
be successful in ousting Mosadeq but not to lift finger if Shah's ef- 
forts shid fail. Shah insisted national sentiment was aroused 
against Brit and had rallied behind Mosadeq as valiant defender 
Iran's interests. Mosadeq had been greatly strengthened as result 
rumors Brit might use force in south; he had during afternoon recd 
emissary with msg from Broujerdi, most influential ecclesiastic in 
Iran, stating that all lran must stand together in face Brit threats 
and if Brit shid invade Iran, country must present solid front. This 
mag from high conservative ecclesiastic of greatest signifi-ance. It 
meant that those religious circles which in gen were opposed to 
rabble-rousing were aligning themselves with govt at least on oil 
issue. Unfortunately msg had been delivered in presence number 
persons and was already probabiy circulating in bazaars where it 
wid have great impact. Announcement of Brit to take dispute to SC 
made it still! more difficult remove Mosadeq who was already 














basic feelings their peoples. In 
against Brit in oil matters, these feelings have been inflamed by 
demagogues; no matter how strong and resolute | may wish to be, | 
cannot take unconstitutional move against strong current nat! feel- 
ings. What slogans have | to change this time? Can appeals to bal- 
anced budgets and increased nat! incomes have much effect when 
deep national passions have been aroused? | know that Mosadeq’'s 
policies are leading iran towards ruin; I realize that in spite of Brit 
exploitation and even betrayal at times of us in past, we must have 
Brit friendship and support if we are to survive as independent 
country; | am aware that if Brii turn against me personally our 
Monarchial system. which in my opinion is main stabilizing influ- 
ence in country, can collapse; but what can | do? I am convinced 
that attempt my part remove Mosadeq just now wid give his 
friends and my enemies opportunity convince Iran public that 
Crown has degenerated into mere Brit tool and such prestige as 
Crown has wid disappear. Oniy hope as I can see it is for Mosadeq 
either to become more sober and reasonable or for him to make so 
many mistakes that responsible leaders of Iran will overthrow him 
in Majlis. Th's hope will not however, appeal to Brit Amb who is 
seeing me thix evening. When he learns | do not feel I shid try dis- 
miss Mosadeq just now he wil! be furious and his govt may turn 

5. I told Shah | was not insisting on his removal Mosadeg. He 
knew better than | what he might be able or not be able to do. It 
seemed to me, however, that Iran's position was growing daily 
more desperate and in end it might be necessary resort desperate 
remedies. | wid like to keep in touch with him; if later I had any 
suggestions to make to him | hoped he wid understand they were 
made solely for purpose saving Iran. Shah said he wid like to see 
me from time to time. At present he did not know where to turn. 

6. Shah said he was trying to prevail on Mosadeq be more rea- 
sonable. He had, therefore, sent Ala to him on preceding day and 
Ala had reported Mosadeq had talked in supposingly restrained 
manner. Shah hoped that US or UK might offer some suggestions 
which wid again open door. Unfortunate Brit had so rudely re 
buffed his own last overtures. 
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7. Ala telephoned me last evening tell me he was still hoping 
msg from Broujerdi not authentic. He was checking and would let 
me know results. 





HENDERSON 
No. 99 
BBR .2553- 10-151: Telegram 
The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 
TOP SECRET NIACT Lonpon, October 1, 1951—6 p. m. 


1581. I am increasingly concerned at divergency which has devel- 
oped in last few days between Brit and ourselves re nature of res 
which wld be put before SC on Iran. As we have endeavored for 
some time to convey in ourtels, feeling is running very high here 
both in govt circles and in country at large on whole Iran issue. 
Altho decision to refer matter to SC has been taken by govt and 
accepted by country at large and talk of force has temporarily at 
least receded into background, I do not see how govt can agree to 
or acquiesce in a res which does not express or imply moral con- 
demnation of Iran for expulsion order. 

In conversation with Holmes today, Makins, who is acting head 
of FonOff, strongly represented cab mins’ consternation at stand 
we have taken re Brit draft res. Makins added that French have 
promised them unqualified support of Brit res. Dept is, of course, 
already aware of this from Morrison's personal msg to Secretary” 





‘Repeated to Tehran. 

2On Oct. 1 Ambassador Franks left the following message signed by Herbert Mor- 
rison and dated Sept. 30, for Secretary Acheson: 

“My Dear Dean: I do not doubt the sincerity of the motives underlying the United 
States proposed Resolution in the Security Council on the Persian question, but I 
am bound to say that I am deeply concerned by its implications. | feel rather strong- 
ly that it is out of harmony with the friendly and understanding talks we had in 
Washington. We have honourably abided by The Hague decision and I do not like, 
after all our efforts for a peaceful and not ungenerous solution, being put into the 
dock together with Dr. Musaddig. You know full well the efforts I have made in this 
country towards a close alignment of the policies of our two nations and at times it 
has been a difficult task—and there is no doubt that British public opinion would 
strongly recent the imputation in the United States Resolution if they heard of it. I 
ask you most earnestly as friend to friend to take this into account and to reconsid- 
er the United States proposal. America will surely not refuse to stand together with 
us in seeking to uphold through the United Nations the rule of law which has been 
our guiding principle in this issue.” 

In a memorandum dated Oct. 1, Perkins stated that Ambassador Franks told him 
when he left the message that the British were withdrawing their technicians from 

Continued 
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and from Franks conversations in Wash. I do not want to give im- 
pression of arguing Brit case, especially since I think their draft 
res leaves much to be desired,* but neither do I think ours goes far 
enough. Whatever earlier history of this dispute may have been 
and whatever Brit failings (and they have undoubtedly been many), 
it seems to me that they have on whole conducted themselves re- 
sponsibly in recent months and whatever their inclinations may 
otherwise have been, have deferred to our views at number of cru- 
cial points. But we have now reached point where it seems to me 
there is clear-cut issue before us: Do we condemn or at least imply 
condemnation of Mossadeq for his continued irresponsibility or do 
we in effect condone it by associating ourselves with a res which 
attaches no blame and treats both parties equally? 

The Brit say we have counselled against the use of force and 
now, in the next breath, we deny them support when they seek to 
obtain a judgment from the SC based on the rule of law. They are 
hurt and bewildered at this attitude of their main ally. It is no 
good talking to them about the parliamentary sitn in the UN; they 
feel that they are right and that if we would simply back a strong 
res such as they have in mind, they are confident that it wid com- 
mand the necessary seven votes. Similarly, it is no good talking to 
them about the veto; that is a risk they point out we run in almost 
any important substantive matter before the SC. It is no good talk- 
ing to them about possibility of a strong res strengthening Mossa- 
deq’s hand, they maintain that a moral condemnation of Iran will 
make the Iranian people think twice as to where their action thus 
far has taken them and will therefore strengther the hand of the 
opposition. 

I feel confident that the Dept appreciates domestic significance of 
this problem in this pre-election period. This is no time for Anglo- 
Amer divergencies to become apparent on a question to which so 
much moral importance is attached here. Nor is it any time to risk 
weakening confidence of those who believe in workability of Anglo- 
Amer alliance. 

I hope most earnestly that Dept may be able to give urgent con- 
sideration to these points with a view toward evolving new res 
which avoids what I consider needlessly provocative tone of Brit 





Abadan and that this made the US. draft resolution less appropriate and the Brit- 
ish draft resolution more appropriate. Bearing this in mind, Perkins told Franks 
that the Department of State would instruct its representatives at the United Na- 
tions to discuss the proposed resolution with their British counterparts with a view 
to working out the best possible draft. The text of Morrison's message and Perkins’ 
memorandum are attached to a memorandum from Webb to Perkins, dated Oct. 2, 
in file 888.2553 AIOC/ 10-151. 
*Regarding the British draft resolution, see Document 92 
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res and, at same time, weak nature of ours. | wid suggest that such 
res might call on govt of Iran to signify, as UK govt has already 
done, its willingness to act in conformity with provisional measures 
recommended by ICJ, or, failing this, to work out with UK Govt 
temporary measures acceptable to both parties and, in meantime, 
to suspend its order expelling Brit staff from Abadan. I have no 
knowledge as to whether foregoing suggestion wid be acceptable to 
Brit. It may or may not be worthy of consideration but essential 
point is we must in my opinion take a stronger position in support 
of Brit than our draft res provides. 

GIFFORD 


No. 100 


MRR POOR 10-25) 


The Acting United States Representative at the United Nations 
(Gross) to the Assistant Secretary of State for United Nations 
Affairs (Hickerson) 


TOP SECRET New York, October 2, 1951. 


Dear Jack: As you know, I have been thrown rather heavily 
since Friday last into the Iranian problem, and I am grateful for 
the competent assistance which the Department has made avail- 
able through the presence here of Rountree, who has given me a 
complete and excellent historical analysis of the matter. 

I spent several hours yesterday with Gladwyn Jebb and Middle- 
ton, Counselor of the British Embassy at Tehran, who has accom- 
panied Gladwyn to New York. Jebb showed me the personal mes- 
sage from Mr. Morrison to the Secretary.’ 

The night before last I spent the evening with Sir B. N. Rau, on 
his invitation, and he discussed the matter on the basis of his own 
appreciation in the light of a conversation he had had earlier in 
the day with Entezam. 

On the basis of all the foregoing and in light of the developments 
in the Security Council meeting yesterday, I feel compellec to send 
you the following personal reflections which, whether or not they 
are useful, will at least take them off my mind. 

The central question in my mind is, of course, what the theory of 
our approach is, where we want to come out, and what we think 
the UN can or cannot do to help us achieve our objective. | am 
aware that recourse to the Security Council by the British and the 





'See footnote 2, supra 
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theory of their approach were unilateral decisions of which we 
were advised after the fact. It appears also that the British ob- 
tained commitments of support from the Dutch and French Gov- 
ernments, neither of whom consulted with us in advance. The ques- 
tion is where we go from here and why. 

On the basis of my talks with Jebb and Middleton, and in the 
light of Rountree’s analysis of the background of the dispute, I 
think it understates the matter to say that we have little reason 
for confidence in the British approach to the whole issue, either 
past or present. 

Jebb admitted to me that the overriding consideration, from the 
point of view of the present British Government, is the intense do- 
mestic political pressures. The press and public in England are 
screaming for “action” and the opposition is watching every move 
waiting to pounce. He and Middleton reflect an almost shocking de- 
featism. The latter went so far as to say the Anglo-lranian compa- 
ny has virtually decided to give up their investment and turn else- 
where. They feel there is no hope for further discussions with Mos- 
sadegh. 

The British give me the impression of singing the last act of 
“The Twilight of the Gods” in a burning theater. Jebb admitted he 
had no idea, and doubted whether the British Government had any 
idea, what would be expected of the Security Council if it adopted a 
resolution along the lines of their proposal and Iran refused to 
comply. At the same time he admits there is virtually no likelihood 
that Iran would comply. 

The present British course is not a deliberately chosen one, but 
one coerced by an inflamed public opinion in an election year. If 
followed through, I do not see how it could have any effect except 
to make “fences” out of the purchasers oi . |. pirates out of Iranian 
tankers, and Communists of the Iranian people. The UN would be 
demeaned in the process and its authority shaken. 

You will not be surprised to learn that Tsarapkin was smiling 
yesterday like a Cheshire cat. 

I am convinced that the only hope is to take action now which 
might lead to a resumption of negotiations. A resolution based 
upon the British approach (or lack of approach) would build a stone 
wall. I do not think it matters very much whether in my further 
discussions with Jebb we proceed on the basis of modifying his 
draft or ours. 

The point is that we should insist upon a resolution based upon 
our theory, that is, one which encourages negotiation and does not 
make judgments. 

Of course, | am not competent as to the detail of such negotia- 
tions or who should participate in them, and I would not venture to 
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comment upon that. It may be that further negotiations would be 
fruitless. I don’t think that is the question, since no other alterna- 
tive appears which promises to yield anything but disaster. 

What is of decisive importance to the British as well as to our- 
selves is that the British remain in a negotiating posture and re- 
frain from themselves placing impediments in the way of continued 

On the basis of our exchange of telegrams (USUN No. 397, Oct. 
1,2 and Deptel No. 165, Oct. 1, which apparently crossed mine) I 
do not think we are far apart except in what | consider to be a de- 
cisively important distinction, and that is on the question of includ- 
ing in a resolution a call upon Iran to suspend the expulsion order 
pending outcome of negotiations. I think this would be the acid in 
the mixture that would make the whole resolution corrosive. I urge 
the Department to reconsider this point. 

Following the Security Council meeting yesterday I talked with 
Ardalan and urged him to advise Mossadegh that it was the sense 
of the Council that it would be of great importance for Mossadegh 
to come. Ardalan said he would do so. He pleaded with me to keep 
open the door to negotiations, insisting that if Mossadegh should 
come he would genuinely want to find a solution. I realize that Ar- 
dalan, like Entezam, is of the reasonable and friendly school, but 
those are the people upon whom we will have to rely nowadays in 
dealing with people like Mossadegh. 

One cannot help feeling sympathy for the British in such an 
hour of trial, but I think we can help them and ourselves by a pa- 
tient and moderate course, whatever their sense of provocation and 
frustration. 

Since dictating the above, I have seen Loy Henderson’s telegram 
(Tehran’s No. 1236, Oct. 2*). I am struck by the similarity of his 
recommendations with those I made personally to Jebb yesterday, 
as reported in USUN No. 397, Oct. 1. 





®*In telegrarn 397 Gross reported that he had suggested changes in the US. draft 
resolution that would take note of the Iranian expulsion order and which would 
meet the British accusation that the U.S. draft put the “UK in dock along with 
Iran.” (888.2553/ 10-151) The draft resolution was transmitted in telegram 162 to the 
Mission at the United Nations, Sept. 29. (888.2553/9-2951) 

*Telegram 165 reported that the British would announce on Oct. 1 the withdrawal 
of their personnel from Abadan. Since this announcement would make it clear that 
the British had abandoned the idea of using force in Iran, the United States was 
now disposed to support in principle a resolution along the lines of that drafted by 
the British. (888.2553/10-151) 

‘In telegram 1236 Henderson reported that he had just read the text of the Brit- 
ish draft resolution and stated that if the United States felt compelled to support 
some kind of resolution, it should be an innocuous one which might call upon both 
parties to resume negotiations and take no measures which would render more diffi- 
cult the success of such negotiations. (888.2553/ 10-251) 
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I would appreciate it if you would make this letter available to 
the Secretary or be good enough to make sure he is advised of its 
substance. I am sending a copy to George McGhee and to Averell 
Harriman® for their information. 

Sincerely yours, 

Ernest A. Gross 





*On Oct. 3 Harriman wrote to Gross, saying that since the Iranian situation was 
moving so fast he had no comment to make on it. Harriman did state his view that 


all the emphasis should be place on getting the British to adopt a negotiating pos- 
ture toward Mosadeg, and if possible get into the negotiations as soon as possible. 
(888.2553/ 10-351) No other replies to Gross’ letter have been found in Department 
of State files 


No. 101 


Lendon Embassy files, lot 59 F 59. 623 | Middle East 


The Assistant Secretary of State for European Affairs (Perkins) to 
the Ambassador in the United Kingdom (Gifford) 


SECRET WASHINGTON, October 3, 1951. 
OFFICIAL INFORMAL 

Dear WA ter: Let me give you the history of the past few days 
here as it affects the suggestion that I go to London. 

We have been very concerned that the British attitude on the 
fundamentals of the relationship with Iran made any reasonable 
resolution of the problem impossible. It seems to us that there are 
three basic things which have to be done. These were set forth in 
our wire, 1740,' to you. The most difficult of these for the British of 
course, is the one about the AIOC. If they would agree that AIOC 
must be removed from the picture in Iran, the other two did not 
seem to us to present insuperable obstacles and probably could be 
worked out. Averell feels particularly strongly about the AIOC 
problem, and is convinced that no progress can be made until the 
AIOC problem is properly taken care of. We, of course, recognize 
the difficulties for the British in this matter. We feel, however, 
that they must face the realities and move in this direction because 
if they do not, the alternatives are pretty bad. 

On top of this came the decision of the UK to bring the Iranian 
matter before the Security Council. We were very disturbed about 
this for three reasons. First, that we doubted the wisdom of bring- 
ing up the matter in the Security Council as it would require the 
Iranians to air their side of the controversy which would publicly 





‘Document 96. 
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harden further their attitude towards the UK. Secondly, because 
the Resolution which the British suggested was directed wholly to 
the Iranian Government. On this latter point, I don’t think there is 
a case on record where any action by the UN directed to the inter- 
nal policies of a country has done anything but stiffen the coun- 
try’s position. Spain is the prize example’ and, of course, there are 
others. Thirdly, is of course the opening which it gave to the Sovi- 
ets for propaganda and perhaps for getting the Iranians into their 
orbit. 

Oliver Franks explained the domestic political motivation for 
this action and we think we understand that. But it does seem to 
us that their action, particularly making public their draft Resolu- 
tion, was unwise from the point of view of accomplishing the basic 
objective of a satisfactory settlement. 

Another of our difficulties was of course the fact that although 
they kept stating that they were not currently proposing to use 
force to maintain their personnel in Abadan, they always reserved 
the right to do so. There was never any clear indication that they 
would not do so until they informed us of the withdrawal order on 
Monday.* 

It was in the face of these circumstances that Paul Nitze and the 
Secretary talked last Sunday. They felt that it was important to 
see if we couldn't reach agreement with the UK on the basic prem- 
ises. They felt that it was perhaps desirable that someone go to 
London to afford another opportunity to explain to the British 
what we here in Washington felt, and why. They concluded that if 
anyone was to go I was the logical candidate. We spent a consider- 
able amount of time Monday and Tuesday morning discussing the 
suggestion. The net result was that Averell, Jim Webb and George 
McGhee all agreed that it was desirable for me to get over as 
quickly as possible. It was recognized, however, that the situation 
might be as you described it over the telephone this morning and 
that was the reason for the wire.* While we were delighted to hear 
that you felt progress was being made on the basic issues, the ab- 
sence of the Ministers from London at this time is very disturbing. 
We are convinced that something will have to be done in the very 


*For documentation on the Spanish case at the United Nations, see Foreign Rela- 
tions, 1946, vol. v, pp. 1023 ff. 

*Oct. 1. 

‘In telegram 1778 to London, Oct. 2, Perkins told Gifford that it was the general 
feeling in the Department of State that it might be useful for him to make a quick 
trip to London to explain the US. position on Iran. (888.2553/10-251) The telephone 
conversation referred to in this sentence has not been identified further, but since 
telegram 1778 asked Gifford for a phone call or message before 9:30 a. m., it is prob 
able that the Ambassador called the Department and that his call is the one under 
reference. 
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next few days if the situation is not to deteriorate irreparably. I 
think that if the British can agree on something soon, we can get 
together on tactics as to how to bring about a settlement, which 
still seems to us to be possible. 

To return to the Security Council problem, we here were all re- 
luctant to take issue with the British on their Resolution, but we 
felt that the effects, should it be adopted, on the possibilities of a 
settlement were so great that we could not accept it as proposed. It 
seemed to us that it was bound to harden the attitude in Iran, and, 
in fact, the publication of it there, as you know, did enable Mossa- 
deq to secure a quorum of the Majlis which he had been unable to 
do for some time. All of this made us feel. coming on top of the 
very abrupt rejection of the latest Iranian proposals, that the Brit- 
ish were courting disaster and were making it practically impossi- 
ble for a situation to develop in which the Iranians would or could 
enter into any ar ngement that would be in any way satisfactory 
to the British point of view and to our interest in international 
business arrangements. 

We have a breather of perhaps a week while the proposal is dor- 
mant in the Security Council. This is the period in which we 
should make every effort to see that the proceedings in the Securi- 
ty Council are turned to constructive purposes. This is not going to 
be easy to do. What seers to be necessary is some advance in nego- 
tiations between the UK and Iran which could perhaps be reported 
to the Security Council. This might make it possible to further 
postpone Security Council action to yive time for the negotiations 
to proceed. With the situation that exists in the UK this presents a 
hard problem, but it seems to us to be essential. 

Now a word about my own feelings in the matter. I think I have 
been the least enthusiastic about my proposed visit of anyone here. 
It was hard for me to separate out how much of that was due to 
the fact that I don’t like flying the Atlantic and how much was due 
to the fact that I don't think I could add much to what you were 
doing in London. But these feelings of mine were overcome by the 
thought that perhaps a fresh face in the picture gave another op- 
portunity for a review of the situation which might be helpful. 
Oliver Franks seemed to feel too that, by some miracle, | could 
help in reconciling the different premises as to the real situation in 
Iran from which we have both been proceeding. . . . 

I am, of course, ready to come to London at any time if it would 
in any way be helpful, so don't hesitate to let me know. I will keep 
my bag figuratively packed, at least.® 





*There is no record in Department of State files to indicate that Perkins went to 
London for the purpose outlined in this letter 
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Our real worry, of course, is that with the situation in the Secu- 
rity Council and the situation in Iran, lack of constructive action 
by the UK at this time may be fatal. 

One last word of explanation. The reason we didn't communicate 
with you sooner is that we had not really cleared our minds here 
about my going until we sent the wire to you yesterday afternoon. 


My best as ever. 
Sincerely yours, 
GnrorGE 
No. 102 
Ree 2508 10-351 Telegram 
The United States Representative at the United Nations (Austin) to 
the Department of State 
SECRET PRIORITY New York, October 3, 1951—8:15 p. m. 


405. Re Iran. Jebb, accompanied Ly Coulson, Middleton and 
Campbell, called on Gross, accompanied by Ross and Rountree this 
afternoon for discussion of SC res on Iranian case. 

Gross initiated conversation by indicating we fully understood 
Dept had committed itself, but with great reluctance and against 
its better judgment, to support a clause calling upon Govt of Iran 
to suspend expulsion order pending outcome of negotiations. Speak- 
ing not for Dept but for US reps to SC, Gross indicated we felt a 
res containing this clause would be a grievously mistaken course. It 
went without saying that we would fully honor our commitment if 
we could not persuade UK through Jebb to again reconsider its po- 
sition on this point. 

Jebb inquired why we regarded this clause to be dangerous and 
misguided, whether we were concerned that a res with such a 
clause included would not get the necessary number of votes. 

Gross replied that it was not question of validity of a particular 
SC judgment but whether an SC judgment adverse to one party 
should be made at this stage. He felt that such clause would solidi- 
fy Iranian Govt, strengthen Mosadeq’s position and if not definitely 
preclude then certainly interfere with resumption of negotiations. 
There were two theories by which this matter might be ap- 
proached: First, theory that our objective is resumption of negotia- 
tions. We felt resumption of negotiations was in British interest as 
well as ours. Other theory was the “brick wall” theory which virtu- 
ally assured that there would be no resumption of negotiations. 
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This theory was reflected in clause under discussion and this clause 
has the acid that would make whole res corrosive. 

Jebb asked our estimate as to whether res with this clause in- 
cluded would get seven votes. He read to us from a telegram re- 
porting formal reaction of Turk.sh Govt. This indicated that Turk- 
ish rep would be instructed to collaborate with and support his UK 
colleague. The suggestion was made that it was impractical to re- 
quest compliance with the court order. This was not intended to 
imply any reservation but was to be taken merely as a suggestion. 
The Turkish Govt indicated it was in favor of suspension of expul- 
sion order. Jebb added that his govt was in a very tough mood and 
thought they might wish to press ahead with a tough res even if 
seven favorable votes were not in sight. 

Gross indicated that we had informed Rau, Lacoste and Luns of 
our earlier views; that we had informed Lacoste and we would 
‘nform Rau and Luns that we had now committed ourselves to sup- 
port inclusion of clause along lines indicated above. He stressed 
that we would honor our commitment and vote for such a clause. 
If, however, British should find they do not have seven votes in 
sight, he urged that they be flexible and reconsider their position. 

Indicating that the optimum as we saw it in terms of achieving 
resumption of negotiations would be a res accepted by both parties, 
Gross said that we felt a clause calling upon Iran to comply with 
court order would guarantee rejection of res by Iran and prevent 
resumption of negotiations. 

Coulson questioned whether our para did not imply Iranian Govt 
would have the right to maintain expulsion order if negotiations 
should fail. 

Gross pointed out that our formulation was an effort to come as 
close as possible to language of original UK draft and at same time 
make it possible for Mosadeq to accept resumption of negotiations. 
Gross then raised question of what practical effect UK sought in a 
clause calling upon Iran to suspend expulsion order in light of fact 
that personnel had already been withdrawn. In other words, was 
the question one of practical significance or was it a matter of 
maintaining a moral and political position. 

Response by Middleton indicated that British did not envisage 
much practical result if a certain number of British personnel were 
permitted to return to Abadan unless agreement were reached on 
the more fundamental factors. He felt the return of personnel 
would substantiate the legal position for the company (its claim of 
ownership) and would permit a minimum maintenance of facilities. 

Gross said that he was not questioning the moral and political 
effect which might result from return of personnel, but the conti- 
nuity of residence of personnel having been broken he wondered 
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whether it might not be possible to find language which would 
pliance by Iran impossible. He wondered whether language for this 
purpose might not be included in the preamble rather than in oper- 
ative part of res. 

Gross then gave to Jebb copy of draft res we had prepared in line 
with Dept's instruction and commitment to British (alternative A 
in next following tel, USUN’s 406, Oct 3") indicating that we were, 
of course, fully prepared to support a cali upon Iran to suspend ex- 
pulsion order pending outcome of negotiations, Gross explained 
that we had drafted para 3 of our draft to take account (a) of lan- 
guage in operative para | of British draft, and (b) fact that person- 
nel will have been withdrawn by British. 

Jebb, noting that our draft had a weaker (Gross suggested neu- 
tral) preamble, that it called upon both parties to negotiate and re- 
frain from action which might aggravate the situation, stressed 
that our draft apparently omitted any reference to compliance by 
Govt of Iran with ICJ order. He asked if we attached more impor- 
tance to omission of a clause calling upon Iran to comply with a 
court order than we did to clause relating to expulsion order. In his 
mind it was hard to distinguish between two. Saying he had em- 
phasized in SC statement*® importance of adhering to rule of law, 
Jebb thought that we might just as well be hung for a sheep as 
well as a lamb and wondered whether, if we were to call upon the 
Govt of Iran to suspend the expulsion order, we might not also call 
upon them to comply with the court order. 

Jebb observed he did not feel his govt attached much importance 
to continued residence of the personnel but that it attached pri- 
mary importance to compliance with the court order. The question 
of continued residence was tied up with the court order. Middleton 
observed that to call upon Iran to suspend the expulsion order 
without calling upon them to comply with the court order amount- 
ed to all tail and no dog and Jebb agreed. At later point in discus- 
sion Jebb indicated that whether or not AIOC personnel went back 
to Abadan was not of much significance; the important thing was 
to decide whether we were going to call upon Iran or not to comply 
with the court order. Jebb then wondered whether it would not be 
possible to call upon the Govt of Iran to act in accordance with the 
spirit (or principles) laid down by the court and to establish a 





‘Infra. 

*Presumably a reference to Jebb's speech on Oct. | to the Security Council; for 
extracts, see Documents (R.1.1.A) for 1951, pp. 531-539. For the full text of the 
speech, see Security Council, Sixth Year, 559th Meeting, 1 October 1951, pp. 11 ff 
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modus vivendi based upon these principles which would permit the 
flow of oil pending resumption of definitive negotiations. 

Rountree, in course of discussion of this approach, indicated that 
he felt it would be difficult to differentiate between negotiations for 
modus vivendi and for more permanent arrangement and that the 
injection of the concept of modus vivendi based upon principles of 
the court would weaken prospects of successful outcome of defini- 
Further discussion of the relative importance of the court order 
and the expulsion order led to development of an alternative draft 
(transmitted as alternative B in next following tel, USUN’s 406). 
The heart of res is of course operative para 1 which in our view 
gives the UK point of view weight of principle of ICJ findings with- 
out actually nailing the Iranians to them. Iran might be induced to 
accept such a res, thus making it virtually impossible for Soviet to 
veto. Para three of preamble is based on UKDel suggestion and 
marches toward their “rule of law’ argument. 

Jebb said that he would send both alternatives to London with 
request for urgent instructions. For reasons set forth above, Gross, 
when offering alternative B, said that if agreement could be 
reached with UK on basis of this draft, he would recommend that 
we give UK full diplomatic support. He made clear, however, that 
he was not in position to commit Dept to such support. Austin 
thinks alternative B excellent, holding promise for the future. 

It was our impression that Jebb favored alternative B. 

In course of discussion we clarified apparent misunderstanding; 
Franks was under impression that Dept had given commitment to 
support all of operative para | of original UK draft, with drafting 
changes to be worked out. 

It was made clear throughout Gross and Jebb were negotiating 
ad referendum and that US as always would honor commitment. 

AUSTIN 


No. 103 
wee 2508 10 451 Telegram 


The United States Representative at the United Nations (Austin) to 
the Department of State 


SECRET PRIORITY New York, Octobc, 3, 1951—7:04 p. m. 
406. Re Iranian case. Fol are texts of alternative draft resolutions 
referred to in immediately preceding tel:' 





'Telegram 405. supra 
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ALTERNATIVE A 
The Security Council, 
Concerned at the dangers inherent in the situation regarding oil 
installations in Iran and at the threat to international peace and 
security that may thereby be involved; 


note of the action taken by the International Court of 
Justice on July 5, 1951, under Article 41, paragraph 3, of its stat- 


ute, 
Calls upon the Governments of the United Kingdom and Iran. 


1. To resume iati at the earliest practicable moment 
in order to make further efforts to resolve their differences in 
accordance with the purposes and principles of the Charter of 
the United Nations, and 

2. To refrain from all action of any kind which might have 
the effect of further aggravating the situation or 
the rights, claims or position of the parties , and 


Desirous of encouraging the maintenance of conditions favoring 
the successful conclusion of such negotiations, 
Calls upon the Government of Iran. 


3. To permit the residence of |at) Abadan of the staff affected 
by the recent expulsion orders or the equivalent of such staff 
pending the outcome of negotiations. 


Calls upon the Governments of the United Kingdom and Iran. 


4. To inform the Security Council of the steps taken by them 
to carry out the present resolution. 


| ALTERNATIVE B) 


The Security Council, 


Concerned at the dangers inherent in the situation regarding oil 
installations in Iran and at the threat to international peace and 
security that may thereby be involved; 

Taking note of the action taken by the International Court of 
Justice on July 5, ~— under Art 41, para 3, of its statute, 

Conscious Gi the i nee, in the interests of maintaining 
——— peace and security, of upholding the authority of the 


Calls upon the Govts of the UK and Iran. 


1. To resume ijations at the earliest practicable moment 
in order to make further efforts to resolve their differences in 
accordance with the principles of the provisional measures in- 
dicated by the ICJ or alternatively such mutually agreed ar- 

rangements as may be consistent with the purposes and princi- 
ples of the UN Charter, 

2. To refrain from all action of any kind which might have 


the effect of further aggravating the ~ segmented go pas 
the rights, claims or position of the parties , and 











No. 104 
wee 75508 10-45) Telegram 
The Ambassador in the United Kingdom (Gifford) to the 
Department of State' 
TOP SECRET NIACT Lonpon, October 4, 1951—1 p. m. 


1633. Referring to mytel 1632? earlier this morning, | should like 
to express my concern about .. . Secretary's message to Morri- 
son.* 





"Repeated to the US. Mission at the United Nations and to Tehran 

*Telegram 1632 reported that Gifford was withholding the delivery of a message 
from Secretary Acheson to Morrison (text in footnote 3, below) until the Department 
of State had received his views (8&8 2553/ 10-451) 

*Transmitted in telegram 1*12 to London, Oct. 3, this message reads 

“First of all | want to assure you that | and my colleagues are fully aware of the 
great difficulties which you face on the Iranian problem It is our earnest desire 
that a solution be found 

“Il want you to know, too, that we admire your courage in taking the decision to 
authorize the withdrawal of the personne! from Abadan which we are sure was not 
easy for you 

“Our representatives at the United Nations are, I think, working out the difficult 
problem involved in finding the form of resolution which could be adopted by the 
Security Council. | hope that we can all settle on a resolution which will meet your 
basic requirements, be acceptable to the majority of the Council and avoid in itself 
an irrevocable freezing of the Iranian situation 

“The Security Council's consideration of the problem is, of course, of great impor- 
tance but | believe that of paramount importance is a fair and satisfactory settle 
ment between your country and Iran | hope that you and your colleagues are 
giving careful consideration to the ideas contained in the message conveyed to you 
on September 29 [See Document % | 

“It also seems to me that some prompt move leading to a resumption of negotia- 
tions which might forestall debate in the SC is vital. | fear if Mosadeg in debate 
presents his case in the way to be expected, the Iranian position may become so 


firm as to make any solution impossible in time to save the situation 
Continued 
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... 1 have taken liberty of recasting message .. . and would 
appreciate Dept’s advising me urgently by phone or cable whether 
my suggestions are acceptable, in which event, I shall deliver mes- 
sage promptly, in person if possible: 


“I wish to thank you for your message of Sept 30 which was de- 
livered to the Dept by Amb Franks.‘ First of all I want tc assure 
you that we are fully aware of the great difficulties which you face 
in your efforts to find a solution to the Iranian problem and I wish 
to reiterate our sincere desire to be helpful in this connection. 

Our representatives at the UN are, I think, working out the diffi- 
cult problems involved in finding the form of resolution which 
could be adopted by the SC. I hope that we can all settle on a reso- 
lution which will meet your basic requirements, be acce le to 
the majority of the Council and avoid in itself an irrev le freez- 
ing of the Iranian attitude. 

The SC’s consideration of the problem is, of course, of great im- 
portance but I believe that of paramount importance is a fair and 
satisfactory settlement between your country and Iran. I fear if 
Mossadeg in debate presents his case in the way to be expected, the 
Iranian position may become so firm as to make any solution im- 
possible in time to save the situation. It therefore seems to me that 
some prompt move leading to a resumption of negotiations which 
might forestall debate in the SC is vital. I do not have any firm 
ideas at the present time as to how such a resumption might be 
brought about except for those contained in the message conveyed 
to you by Amb Gifford on Sept 29 but it occurs to me that your 
colleagues may have some suggestions to make. If this is the case, 
we should be most happy to help in any way we can. 

In conclusion, I wish to repeat my very great concern over this 
sty ee! and my hope that an early and satisfactory solution can 

ound. 


GIFFORD 





“In conclusion, | wish to repeat my very great concern over this problem and my 
hope that an early and mutually satisfactory solution can be found.” (888.2553/10- 
351) 

On the same day the Department transmitted to Gifford the text of a message 
under consideration for President Truman to send to Prime Minister Attlee. It re- 
viewed the seriousness of the situation as seen from Washington, stated that the 
submission of the case to the Security Council had consolidated Mosadeq's position 
at home, and indicated that the President would give full and immediate consider- 
ation to any proposal for decisive action that would reverse the trend of the situa- 
tion. (Telegram 1816; 888.2553/10-351) Gifford replied on Oct. 1 that this draft mes- 
sage would be held in abeyance until he had talked with Morr.son. (Telegram 1634; 
RRR.2553/ 10-451) 

*See footnote 2, Document 99. 

*This telegram was received in the Department of State at 9:47 a. m., Oct. 4, and 
at 1:07 p. m. the Department transmitted the revised text to London with approval 
for delivery to Morrison. (Telegram 1819; 888.2553/10-451) 
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RBA 2553/10-551 Telegram 


The Ambassador in Iran (Henderson) to the Department of State 


TOP SECRET NIACT TEHRAN, October 5, 1951—5 p. m. 


1295. 1. I have just returned from discouraging two-hour conv 
with Mosadeqg. My visit was at his request. In early part of our 
conv he was outspokenly critical of US for support Brit position 
against Iran by voting to place oil dispute on agenda SC.? He did 
not seem much impressed by my arguments that US by so voting 
had not taken sides, but had merely taken position both parties 
shid have opportunity explain their respective points of view. 

2. Essence what Mosadeg had to say to me was as fols: 


(a) It was his intention when he appeared before SC to state na- 
tionalization of Iran oil industry internal affair Iran and not one 
for consideration by SC; Iran prepared to compensate AIOC for 
amount damages minus Iranian counterclaims; Iran willing pay 
cash so far as possible from its various foreign currency assets for 

and if insufficient cash available to pay when 
able to do so; Iran, however, wid not permit any foreigners to oper- 
ate Iranian oil industry in order to produce profits to pay compen- 
sation. 

(b) Iran wid never again permit any foreign company or any for- 
eigners to operate or work in Iran oil industry on profit basis; Iran 
had its lesson that when foreigners work on profit basis 
there is irresistible temptation for them to interfere in internal af- 
fairs for purpose making sure their profits wid continue or to 


obtain — rofits. 

(c) Further Iran wid not permit any Brit org to operate Iranian 
oil industr; or to work in Iran in connection with oil on a pay: 
ment-for-service basis. Iran of —_— that in view all that 

it wid be extremely difficult for Brits, even though em- 
p! with fixed remuneration, to keep out of Iran politics. Brits 
wid be sure endeavor prevent Iran Govt from exercising its auth 
over Brit org employees. 

(d) Iran preferred that foreign technicians, Brit o. other- 
wise, who might be employed in Iran oil industry work for Iran 
company under individual contracts. It might, however, in certain 
circumstances and for certain purposes, consider employment on 
basis contract of org not of Brit nationality nor under control Brit 
nationals. 


3. Mosadeq spoke with so much determination that I now have 
little hope left that it will be possible for an arrangement to be ef- 





‘Repeated to London and the U.S. Mission at the United Nations. 

2On Oct. 1 the Security Council voted 9-2 (Yugoslavia and the Soviet Union op- 
posing) to take up the Iranian question as requested by the British, and decided to 
postpone its discussion until Oct. 11. 
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fected between him and Brits which wid permit Brit company to 
operate again in Iranian oil industry. Stutesman, who was with me 
during conv and who had sat in during various previous convs be- 
tween Mosadeq and Grady, tells me that it seemed to him Mosadeq 
was more frank in disclosing his uncompromising attitude than 
hitherto. In light this intransigent attitude, I believe Shah’s re- 
marks to me yesterday (Embtel 1283 Oct 4*) shld be discounted; I 
fear Shah as well as Ala have indulged in wishful thinking. 

4. I shall not burden Dept this tel with account my efforts per- 
suade Mosadeq of advantages to Iran and to world peace of his 
taking position which wid render it possible for agreement to be 
reached with Brit. I stressed internal and external pol and econ 
factors; I endeavored point out dangers involved and security to be 
gained. I regret what I said seemed have little effect on him. He 
merely tried to impress upon me up to the end our conv that if the 
US shid continue appear to support UK position while Russians 
supported that of Iran, Russian popularity and influence wid in- 
crease at expense of West. He said, “I know mentality of my 
people, and whether we like it or not, Russian popularity is rising 
in Iran”. 

5. At one point Mosadeq referred to rivalry between US and 
Russia in Iran. I interrupted to tell him US did not consider itself 
rival of Russia in Iran and indicated that if there were any rivalry 
it was between govt and people of Iran and those of Russia as to 
who wid hold sovereignty over Iran and that US was merely trying 
to give support to govt and people of Iran in this contest. His 
answer was that Iran wid just as soon lose its independence to the 
Russians as to the Brit. He said that during one of his convs with 
Harriman, the latter had stressed that acceptance of Stokes propos- 
al wid make it possible for Iran to receive large income from its oil. 
His answer to that has been that Iranian liberty was not for sale. 

6. He said he wid appreciate it if I wid present his views as pre- 
cisely as possible to my govt. This I promised to do. 

HENDERSON 





3In telegram 1283 Henderson reported that he had lunch with the Shah who, 
inter alia, stated that he was convinced Mosadeq was not only willing to resume 
negotiations with the British but also to come to some understanding with them. 
(888.2553/ 10-451) 
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RRR 2553/ 10-551. Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


TOP SECRET NIACT Lonpon, October 5, 1951—8 p. m. 


1698. I had 45 minutes with Morrison this p. m. (Embtel 1674?) 
and found him in a petulant and angry mood. Before looking at 
Secy’s msg,* he launched into tirade about our attitude re Iranian 
problem. He was unhappy about convs in NY re SC res, reiterating 
number of times “I will not be put in the dock with Mosadeq’”. He 
went on to say that he felt that UK had been comparatively blame- 
less in dispute, whereas Mosadeq had failed to live up to ICJ rec- 
ommendations and has generally refused to cooperate in any way 
in reaching equitable solution. He said at one point “We have been 
the saints and Mosadeq has been the naughty boy.”’ 

He emphasized he cld not understand US attitude. He expected 
100 percent cooperation and was only getting 20 percent. Since he 
had been in ofc he had done his best to accommodate us on a 
number of subjs and thought that he had been on whole successful. 
He mentioned specifically Jap Peace Treaty.* On Iran, however, we 
had persistently inveighed against use of force and then when UK 
reverted to appeal to SC to uphold rule of law, we not only had 
doubts re wisdom of action, but came up with res which failed to 
make any distinction between relative guilt and innocence of par- 
ties. He was afraid there might be public reaction against US 
during course polit campaign for our actions. He had felt con- 
strained in his statement at Scarborough to make ref to fact that 
US had inveighed against use of force. He did not know whether it 
wid be necessary to make public other aspects of our attitude on 
Iran question. He expressed intense concern at continued US pres- 
sure in this matter and said he hoped US Govt was not by its ac- 
tions trying to bring about defeat of Labor Govt. 

I immed interrupted to assure him this was certainly not case 
and that on contrary we were most anxious to be helpful in bring- 
ing about settlement of this serious problem. We still wished to be 





‘Repeated to Tehran and the U.S. Mission at the United Nations. 

2In telegram 1674 Gifford reported that he had an appointment at 4 p. m. to see 
Morrison. (888.2553/ 10-551) 

*Transmitted in Document 104. 

‘For documentation on the Conference at San Francisco for the signing of the 
Japanese Peace Treaty, Sept. 4-8, see Foreign Relations, 1951, vol. vi, Part 1, pp. 777 
ff. 
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helpful and were anxious to find out way in which Brit minds were 
running as to where we went from here. 

Morrison replied by indicating that he felt future developments 
shid take place within framework appeal to SC. In this connection, 
he felt original Brit draft res> was outmoded by evacuation, but he 
didn't like our orig res® either. I interrupted to say that it was my 
understanding things were better on this score and that we were 
much closer together. Morrison replied that later version which 
had been discussed by our two dels in NY was better, but still not 
good enough. It must be strengthened with respect to Iran failure 
to act in accord with ICJ’s interim measures. He kept emphasizing 
that it was most important to uphold moral auth of court and to 
ensure rule of law wid prevail. He then introduced his second 
major objection to draft, i.e., calling on two parties to negot. He felt 
it wld be necessary for SC to appoint someone to bring two parties 
together in view extreme difficulty encountered in past in holding 
Mosadeg to his word. With regard any long-range settlement, he 
thought it might be useful contemplate replacing AIOC with some 
other oil company setup in which other countries and Iran wid par- 
ticipate. He did not elaborate further as to what he had in mind on 
this point but said he was giving consideration to it. 

I told Morrison that info had come to us from high source in Iran 
which I was not at liberty to divulge that Mosadegq is understood to 
be willing not only resume negots but also come to understanding 
when he gets to NY. (Deptel 1840 Oct. 4.7) We thought this provid- 
ed good opportunity to make further attempt to bring about settle- 
ment and provide opportunity for secret negots in less tense atmos- 
phere than Tehran. It seemed to us that Brit wld be well advised to 
look into this possibility carefully. Morrison replied that he was 
somewhat worried about confusion arising from such negots taking 
place at same time matter before SC. If members got word negots 
were taking place, they might be less inclined to act forthrightly. 

Nevertheless he was willing to consider possibility such negots if 
evidence were forthcoming that Mosadeq was willing to enter into 





‘See Document 92. 

*Transmitted in telegram 162 to the Mission at the United Nations, Sept. 29. 
(888.2553/9-2951) 

"In telegram 1840 the Department told Gifford that it was increasingly concerned 
at the hazards of debate on the Iranian resolution in the Security Council, because 
Mosadeq was coming to New York prepared to undertake a complete exposure of 
AIOC operations in Iran. Gifford was told to make full use of the substance of Hen- 
derson's report (footnote 3, supra) that Mosadeq was prepared to resume the negoti- 
ations. (888.2553/10-451) On Oct. 6, having received Henderson's second cable (tele- 
gram 1295, supra), Gifford instructed Holmes to inform the Foreign Office of Mosa- 
deq's intransigent attitude so Morrison would not be under any false impressions. 
(Telegram 1702 from London, Oct. 6; 888.2553/10-651) 
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“genuine and sincere” negots. I replied I felt that Brit cld deter- 
mine this for themselves in NY when Mosadeg arrived there and 
again reiterated point that it cld be done quietly and without pub- 
licity. As for possible conflict between negots and SC action, I sug- 
gested perhaps latter cld be postponed for short time. Morrison re- 
plied to this by saying that he was in no hurry. He went on to say 
he did not feel that he cld send Cab Min, however. They were all 
preoccupied with election here and, moreover, it wid draw too 
much attention to negots. I said I did not personally feel it was ab- 
solutely necessary to send a Cab Min. Morrison then observed that 
there were UK officials in NY competent to deal with matter. He 
emphasized his greatest fear was that of a possible third failure. 
He did not want to be made a fool of by Mosadeg, by “queering the 
pitch in the SC”’ or by “‘being left in the lurch by the US”. He wid 
have to be convinced Mosadeq was sincere. 

During all the foregoing conv, Morrison had kept Secy’s msg 
folded in front of him. He finally picked it up and read it, shaking 
his head and muttering “This is defeatist—defeatist’”’. I said I did 
not regard msg as at all defeatist. | then pointed out our concern 
about Russia and said this was uppermost in our minds. He said he 
wasn't so concerned altho he agreed with my remark that there 
were responsible people who felt they were justly concerned. 

Morrison reverted to difficulty in dealing with Mosadeq and re- 
called that even Harriman had said that he had reached conclusion 
you can’t do business with Mosadeg. I admitted past experience 
had certainly shown extreme difficulty of doing business with Mo- 
sadeq, but said that I felt that fresh new element now was indica- 
tion he might be prepared to reach a settlement. I reiterated that 
certainly nothing wld be lost and possibly much gained by inaking 
every effort to ascertain in NY the sincerity with which Mosadeq 
intended approach problem. Morrison reverted to his domestic polit 
fears and said he had to be most careful and cld not afford to make 
a fool of himself now. 

At end of conv, Morrison took much more conciliatory tack and 
emphasized he didn’t want us to think he was ungrateful for our 
help. He spoke particularly highly of Harriman and of Harriman’s 
efforts and said that he had never had any regrets that negots had 
been entered into at that time. 

He promised to give serious considevation to idea of trying to 
resume negots with Mosadeg in NY and said that he might request 
our help. 

I am afraid that there are the possible makings of a real Anglo- 
Amer rift in this Iranian matter if we are not careful. In view of 
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all the above, I feel proposed msg from Pres to Attlee* wid be the 
opposite of helpful and recommend that no msg be sent at this 
time. 

GIFFORD 





*See footnote 3, Document 104. 





No. 107 
RRR 55S 10-851 


Memorandum of Conversation, by the Director of the Office of 
British Commonwealth and Northern European Affairs (Raynor) 


TOP SECRET {[WaASHINGTON,] October 8, 1951. 
Subject: Iran 
Participants: Ambassador Franks, British Embassy 

Mr. Burrows, British Embassy 

Assistant Secretary Perkins, EUR 

Assistant Secretary Hickerson, UNA 

Mr. Wainhouse, UNP 

Mr. Nitze, S/P 

Mr. Rountree, GTI 

Mr. H. Raynor, Director, BNA 

Ambassador Franks called at 6:30 p. m. Sunday' evening pursu- 

ant to a request he had made on Saturday. He said in his view our 
problem now broke down into two parts: 


(a) the smaller area of difference relating to the SC resolution 
(b) a wider difference of approach which reflected itself in the 
former area of difference. 


As to the smaller area relating to the resolution, he said as he un- 
derstood it, the two major points of difference were that the U.K. 
wanted something in the resolution pointing a finger at Iran for 
noncompliance with the indications of the court and that the U\S. 
wanted to place in the resolution a reference to alternative bases 
for solution. He later brought up a third point of difference which 
is the problem as to whether to include the appointment of a Mr. 
“X” to bring the parties together.” 





‘Oct. 7 

2On Oct. 6, in a conversation with Holmes, Makins stated that the United States 
and the United Kingdom s).o'.'d expend their energies on a resolution which would 
“uphold rule of law and ° *e for appointment of representative to act as catalyst 
in bringing parties toget ‘Telegram 1702 from London; 888.2553/ 10-651) 
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As to the wider area of difference he said our philosophy ap- 
peared to be to have an innocuous resolution on the theory that 
the Persians should not be upset in any way which in turn ap 
peared to result from apprehension on our part as to the Russians. 

He then stated that the U.K. looked at the SC action as the al- 
ternative to the use of force. He said a decision had been made not 
to use force. This was primarily a U.K. decision but the U.S. had 
had a certain part in it. He then said that having decided not to 
use force, in their eyes the alternative was to appeal to rule of law; 
if you do not appeal to force you appeal to justice. He said it was a 
mistake to underestimate the strength of the U.K. feeling on this 
matter and he stressed that this was not a party feeling. It ran 
deeply in public opinion and in both parties. He said the impres- 
sion had been created in London that the more the U.K. gives the 
more she will be requested by us to give. He said they had a fur- 
ther feeling that while we had felt the U.K. to be myopic with re- 
spect to the AIOC that we were now in a similar position with re- 
spect to over-playing the dangers, especially the Russian one. He 
said another feeling was that in our preoccupation to avoid a hard- 
ening of Mosadeq’s position we ignored the possibility that we 
might be creating a situation which would make it impossible for 
the British to negotiate. 

At one point in the conversation Ambassador Franks admitted 
that the bringing of the case to the Security Council and probably 
for a period thereafter will result in a temporary strengthening of 
Mosadeg. He said, however, that as it becomes apparent that he did 
not “bring home the bacon” from New York and the economic 
pinch begins to be felt that the British thought he would then 
begin to lose out. Mr. Nitze indicated that we felt there was not 
time for this process; that the intervening period would be too dan- 
gerous from a point of view of developments favoring the Tudeh 
Party or even the Russians directly. Ambassador Franks agreed 
that the Russian angle was important but stressed he felt we over- 
emphasized it. It was apparent that there was a difference of eval- 
uation between us on this point. 

Mr. Hickerson stressed that our objectives were to help the Brit- 
ish as much as possible and that specifically in New York we 
wanted to go as far as possible to meet their position without going 
so far as to freeze the Iranian position irrevocably. Mr. Perkins ex- 
pressed the view that we were acutely conscious of the political dif- 
ficulties in the U.K. but that we were somewhat concerned that 
pre-occupation of the Ministers in London with the political cam- 
paign was resulting in insufficient high-level consideration being 
given to the very serious implications of this whole problem. 
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During the conversation Ambassador Franks attempted to feel us 
out as to whether there was a trading area open with respect to 
the resolution. In this connection he expressed the view that the 
appointment of a Mr. “X”’ was quite important to the British. More 
by implication than by what the Ambassador said, we obtained the 
impression Ambassador Franks felt that if we could include in the 
resolution a pointing of the finger at Iran for non-compliance that 
his Government might be in a position to accept our reference to a 
solution on some alternate mutually agreed basis. In this connec- 
tion Ambassador Franks said he thought agreement would be fa- 
cilitated if we could keep the new draft as close as possible to what 
he referred to as the U.K. Resolution D which apparently is the 
resolution described as possibility 2 in New York's telegram 429 of 
October 5.* 

Ambassador Franks was assured that we would give the most 
careful consideration to all he said. We told him we were now 
working on a draft of a new resolution which we hoped to make 
available to Gross in the morning for further conversations with 
Jebb. Ambassador Franks agreed that detailed negotiations of a 
resolution should be handled in New York. We promised to give 
him a copy of the new draft when it was available. 

Throughout the conversation, Ambassador Franks assumed an 
exceedingly serious posture, giving every indication of real concern 
about the situation. He repeatedly referred to the dangers he saw 
in it with respect to Anglo-U.S. relations at one point stating that 
he felt Anglo-U.S. relations had reached a dangerous posture. 

G. H. R. 





*As transmitted in telegram 429, “possibility 2° reads as follows 

“Concerned at the dangers inherent in the situation regarding oil installations in 
Persia and at the threat to international peace and security that may be involved; 

“Taking note of the action taken by the ICJ on July 5th 1951 under Art 41 para 3 
of the statute, 

“Conscious of the importance in the interests of maintaining international peace 
and security of upholding the authority of the ICJ; 

“Noting that the provisional measures indicated by the ICJ on July 5th 1951 have 
not been complied with; 

“lL. Appoints Mr. (blank) to use his good offices in order to promote negotiations 
between the parties in accordance with the principles of the provisional measures 
indicated by the ICJ, with a view to a solution of the dispute. 

“Il. Calls on all members of the UN to refrain from action of any kind which 
might have the effect of further aggravating the situation or prejudicing the rights, 
claims, or position of the parties concerned.” (888.2553/ 10-551) 
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No. 108 


SHA 2558 10-5S1 Telegram 


The United States Representative at the United Nations (Austin) to 
the Department of State 


SECRET PRIORITY New York, October 8, 1951—8:37 p. m. 


438. From McGhee. Dept please relay London and Tehran. Re 
Iranian case. Gross, Walters and I saw Dr. Mosadeq for over an 
hour.' Meeting was arranged through Entezam who indicated that 
PriMin appeared eager to talk and that he was in mood for negoti- 
ations and desired a delay in SC action. Entezam himself, although 
he introduced group, did not remain for discussions, presumably 
because he felt it would inhibit PriMin. Mosadeq was in a good 
mood and apparently not affected by his long trip. After exchange 
of pleasantries I welcomed him on behalf of Pres and Secy ad 
asked when he would prefer come to Washington pointing out that 
we assumed it would be more convenient after SC had taken 
action.? This question gave rise to statement on his part that he 
would in fact prefer to avoid SC action through prior negotiations. 
His basic reasoning on this point was that the statement that he 
felt he must make in SC would in fact preclude the possibility of 
successful negotiations thereafter. He preferred postpone SC action 
with informal recommendation that parties seek agreement direct- 
ly between themselves. 

After he had suggested different periods of delay in resumption 
SC debate we understood him finally to suggest a delay until Sun 
or Mon.* If no agreement were forthcoming, SC could then take 
action, and he would at that time present “vigorous and sharp” de- 
fense. In the ensuing discussion, both Gross and I, without indicat- 
ing there was any possibility of withdrawing case from SC or post- 





'Mosadeg arrived in New York on Oct. § accompanied by his son and daughter; 
Alayar Saleh, the President of the Joint Oil Committee; and three other members of 
the committee; Karim Sanjabi, Minister of Education, Javad Busheri, Minister of 
Roads; the editors of three Iranian newspapers, two translators; Mozafar Baghai; a 
National Front Deputy; the Iranian Director of Press and Propaganda; the Iranian 
Ambassador to the Netherlands; and a photographer 

2On Oct. 5, Ambassador Henderson asked Mosadeq whether he intended to visit 
Washington while he was in the United States and strongly recommended to the 

t that the Prime Minister be invited. (Telegram 1292 from Tehran: 
788.13/10-551) On the same day the Department of State cabled Henderson that he 
should tender an invitation from President Truman to Mosadeg to visit Washington. 
(Telegram 735 to Tehran; 78%.13/10-551) On Oct. 6 Ambassador Gifford cabled that 
he thought it would be a serious mistake to invite Mosadeq to Washington, but his 
advice was disregarded. (Telegram 1704 from London; 788 13/ 10-651) 

*Discussion of the Anglo-lranian oil case at the Security Council was subsequently 
postponed until Oct. 15 
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proceeding thus playing for time in which economic pressures on 


Iran would make latter more compliant. We pointed out SC action 
could be both quick and constructive, but this made little dent 
upon his fixed view that any chance for conciliation would be pre 
cluded by the slashing attack he would have to make if the SC 
debate resumed. He tentatively explored idea of SC mtg for sole 
purpose of urging parties to negotiate or of postponing debate in 
order parties might negotiate. We explained SC mtg not necessary 
for latter purpose, which could be accomplished by SC Pres infor- 


mally polling members. He seemed to prefer latter course. 

It was pointed out that there were two questions: (a) The ques- 
tion of jurisdiction; (b) the substance of any proposed res. 

Gross made clear that substantive debate on res would have to 
take place before council could consider question of jurisdiction 
being a formal one, this substantive debate would occur in connec- 


would in all probability not seek to cast blame on either party and 
would not require defense of type that PriMin apparently envis- 
aged involving whole question of Brit oil concessions in Iran. We 
pointed out that he was among friends and that the various mem- 
bers of the council including the US would see to it that an impar- 
tial res was adopted and one looking toward constructive action 
and a settlement rather than toward recriminations. He main- 
tained, however, that it was absolutely necessary for him to make 
a strong defense of the Iranian position vis-a-vis Brit and Brit oil 
interests. It was inevitable that by the very nature of his presenta- 
tion the Brit would be “humiliated” and the door would be closed. 
It was pointed out that the US and indeed other members of the 
council would expect a vigorous defense of the Iranian position, but 
that such debate could be objective in nature and could conclude 
with statement that his govt was always ready to undertake negoti- 
ations which would lead to satisfactory solution of problem. The 
PriMin reiterated that this was impossible. This subject being ex- 
hausted for moment, question of PriMin’s proposed resumption in 
negotiations was then discussed. An effort was made to determine 
whether or not PriMin really had in mind a new basis of negotia- 
tions. It was pointed out that at time discussions broke down in 
Iran positions of Brit and Iranians were far apart and that al- 
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agreement be reached, nevertheless Harriman had clearly stated to 
PriMin that he felt there must be more realistic attitude on part of 
Iranians if a satisfactory agreement was to be concluded. | asked 


that from our long experience, we knew that business operation of 
size required to run Iranian oil industry could not be satisfactorily 
a board of directors, but that there must be under 
board a single executive with executive powers over subsidiary 
depts and technicians. | also pointed out that it was the experience 
of our oil industry that Iranian operation would need continuous 
access to modern technology in many fields of specialization re- 
quired if Iranian petroleum industry was to be kept abreast of com- 
petitors. PriMin replied that he was prepared to accept an execu- 
tive with proper authority and that this had been embodied in his 
recent proposals to British. He also appeared to understand the 
problem of access to technology. 
ihe conversations were, however, interrupted at this point by 
PriMin's attending physician, although Dr. Mosadeq was eager to 
continue.* At Dr. Mosadeq’s insistence it was planned that further 
discussions be held at 11:45 tomorrow.* 
AUSTIN 





*A memorandum of conversation on this meeting is in file 888.2553/ 10-851 
*See the memorandum of conversation, infra 


No. 109 


nee 25a Ow 


Memorandum of Conversation, by Colonel Vernon Walters' 


SECRET New York, October 9, 1951. 
Participants: Prime Minister Mossadegh, Iran 
Assistant Secretary of State George C. McGhee, US. 
Colonel V. Walters 
Mr. McGhee, after the usual exchange of amenities with Dr. 


Mossadegh, spoke of Dr. Mossadegh’s call during lunch in which 
the Prime Minister had indicated that the question of compensa- 





'The conversation took place at the New York Hospital during the afternoon of 
Oct. 9 
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tion must be settled first.* He inquired whether the Prime Minis- 
ter meant that a definite settlement should be reached or a formu- 
la agreed upon. The Prime Minister said he meant a definite agree- 
ment should be reached to settle the question of compensation. Mr. 
McGhee expressed doubt that this could be done in a short period 
such as ten days and it would require examination of the compa- 
ny's books and close study. Dr. Mossadegh said that his insistence 
on this point was caused by the fact that he had made a commit- 
ment to Parliament that he would not settle other matters before 
the question of compensation had been settled. He said that of the 
three ways he had mentioned this morning, it was perhaps easiest 
to have the matter settled “by the Presidency of the United 
States”. He could delegate that authority and would abide by its 
decision. He said that Iran had some counter claims based on non- 
payment of royalties and customs duties on goods imported in Iran 
by the AIOC that were not essential for the operation of the indus- 
try. 

Mr. McGhee said that the Prime Minister had spoken this morn- 
ing of the urgency of the situation in Iran.* He inquired how long 
Dr. Mossadegh thought the present situation could go on, if no new 
factors entered the situation. The Prime Minister replied that he 
thought about a month, but emphasized again the gravity of the 
situation in Iran and the underlying threat to Iranian independ- 
ence. Mr. McGhee said that in view of the problem presented by 
the forthcoming British elections, he wondered if talks were started 
prior to the Security Council action, would Dr. Mossadegh be will- 
ing to continue talks even though it was obvious that no decision 
could be reached before the election. Dr. Mossadegh said that he 
would, if the Security Council would declare its incompetence to 
discuss Iranian oil nationalization. If it did declare its competence 
then he would be obliged to make a most vigorous defense of Iran 
and would then continue the talks if the British were still willing 
to talk after he had said what he thought about them. He again 
expressed the belief that they were anxious to drag things out in 
order to give economic pressure more time to induce the Iranians 
to be compliant. He said that the Iranian budget, which totaled 
some one billion tomans, was in deficit by some 300 or 400 million 
tomans. This was an extremely serious situation and represented a 
constant threat to Iranian independence and therefore to world 
peace. Mr. McGhee said he was well aware of this fact. 





*No record of this call has been found in Department of State files 
*A memorandum of McGhee's morning conversation with Mosadeq is in file 
BRR 2553 / 10-951 
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Dr. Mossadegh then said that many Americams thought the inde 
pendence of Iran could best be protected by military aid but that 
when you took the man away from the land to make him a soldier, 
to mechanize her agriculture would there be men available in suffi- 
cient numbers to defend the country. As things stood now the 
budget contained no appropriations for productive purposes but 
only appropriations for the salaries of Government officials and 
current expenses. Therefore it was important that something be 
done to assist in increasing agricultural production. Mr. McGhee 
said that he had appeared recently before three Congressional 
Committees defending a project which called for a grant of 25 mil- 
lion dollars to Iran for the purpose of assisting the mechanization 
of agriculture. He could not promise it would be approved but indi- 
cations were that it would be. Dr. Mossadegh then said that there 
had been a 25 million dollar loan to Iran pending for a long time 
and that no ome had had the courage to introduce legislation 
making it possible to accept this until he himself had done so. He 
said that a bad impression had been caused in Iran by the fact that 
shortly after the Parliament had approved acceptance of the loan, 
the Iranian Government had received a note from the United 
States Embassy asking whether the Iranians had sufficient local 
currency to make possible the use of this loan. Mr. McGhee ex- 
plained that the Export-Import Bank was not under the State De- 
partment and that the legislation authorizing it to loan money re- 
quired that the Bank ascertain whether recipients of loans had 
available local currency in sufficient quantities to permit satisfac- 
tory use of the loan and that the sending of this note by the United 
States Embassy in Tehran had been a mere coincidence in so far as 
it had occurred immediately after the Parliament had approved ac- 
ceptance of the loan. Dr. Mossadegh said that he was awar «f this, 
but that it had nevertheless created a bad impression. Mr. McGhee 
again emphasized that the 25 million dollar grant cf ~>ich h. Lad 
spoken was a grant and not a loan and that it should have a 
double-barrelled effect in that it would give the Iranian sufficient 
local currency to make it possible for them to qualify for the 
Export-Import loan. Dr. Mossadegh said he understood this and 
was very appreciative. 

Mr. McGhee then asked Dr. Mossadegh whether he would be 
willing to give the sales discount of which he had spoken in the 
morning to the Purchasing Organization not only for the oil for the 
United Kingdom but also on the oil which the Purchasing Organi- 
zation might acquire on behalf of other customers. Dr. Mossadegh 
said that he would be willing to do so. 
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Mr. McGhee then spoke of the sale discount and asked Dr. Mos- 
sadegih whether he would be willing to consider giving an increased 
discount in lieu of compensation. Dr. Mossadegh said that he would 
providing the question of duration could be satisfactorily settled. 

Mr. McGhee asked whether Dr. Mossadegh recognized the prob- 
lems presented by the need of a technical director and access to 
technological advances and inquired whether the two could not be 
combined. Dr. Mossadegh expressed a preference for handling them 
separately but did not appear adamant on this point. 

Mr. McGhee then spoke of the need for access to technical 
knowledge of the oil business. He asked whether Dr. Mossadegh 
had thought this question out at any length. The Prime Minister 
said that he had not, but wondered if the technical director could 
not take care of this matter by hiring additional personnel. Mr. 
McGhee said that he did not think it would be done on an individ- 
ual basis; that there were two ways in which it was done through- 
out the world; one was by having subsidiary companies of the \ ery 
large oil companies, and the other was by a consortium as in Iraq. 
Dr. Mossadegh said that there was great suspicion in Iran against 
the idea of an agency which some viewed as a disguised concession. 
Mr. McGhee explained that the agency would not own anything 
and would not share in the profits; it would work only on a fee 
basis. Mr. McGhee felt that this was perhaps the best way to 
insure access to technical knowledge throughout the world. He 
cited the case of Mexico which had not insured for itself access to 
this technical knowledge and had fallen from a position of the 
world’s second largest petroleum exporter to a situation where it 
was barely self-sufficient in petroleum products. Dr. Mossadegh 
seemed reassured by the fact that the agency would receive only a 
fee and did not indicate either outright acceptance or rejection of 
the idea. It was pointed out to Dr. Mossadegh that the agency could 
furnish him both a technical director and the technical knowledge 
required to make Iran's oil industry competitive. Dr. Mossadegh 
then indicated, in reply to a question, that he would be willing to 
accept an American or a Dutchman as technical director, stating 
that the Dutch had excellent specialists in this field. 

Mr. McGhee then asked the Foreign [Prime] Minister whether he 
was aware of the fact that foreign technicians working in Iran 
would have to receive higher salaries than their Iranian opposite 
numbers. The Prime Minister said he was fully aware of this as the 
foreign technicians were working far from their homelands and the 
Iranians were working at home. He was quite prepared to pay 
higher salaries to the foreign technicians. 

Mr. McGhee then returned to the question of the nationality of 
the technical director. Dr. Mossadegh indicated that Iran had lost 














IRAN, 1951 217 


confidence in the British and when there was no confidence you 
could not work out a mutually satisfactory agreement. He said that 
the British were always acting with the interest of their own 
pocket in mind, whereas the United States was a disinterested 
party. He said that he did not want the technical director to be an 
Englishman but was quite willing to take the individual British 
technicians. Mr. McGhee pointed out that the recruitment of tech- 
nicians was an extremely complicated problem. There were not 
many of them unemployed and it had taken the Anglo-Iranian a 
long time to build up their staff. He had recently asked an Ameri- 
can expert how long it would take to build up a similar staff start- 
ing from scratch and he had been told that it would take at least 
five years. Dr. Mossadegh seemed impressed by this figure. 

Mr. McGhee then asked whether Dr. Mossadegh in the light of 
Iran's difficulties would be willing to sell some of the stored oil 
products on a basis of receiving part payment in cash, part to be 
retained by the purchaser until a settlement was reached. Dr. Mos- 
sadegh said he did not like this idea. The stored oil represented 
eight months’ supply for Iran’s internal consumption. If they were 
a long time in reaching a settlement with the British and sold this 
oil they would then be without oil for their own requirements. The 
British were anxious to create an oil shortage in Iran as a means of 
putting pressure on the Iranians. He said the British had actually 
offered to purchase for cazh the oil now in storage and he had re- 
fused to sell it. 

Mr. McGhee said that Dr. Mossadegh had a great opportunity to 
improve the living standard of the Iranian people by an agreement 
which he had it in his power to conclude. Dr. Mossadegh said he 
was aware of this and was therefore anxious to finish this question 
and achieve a settlement. 

Dr. Mossadegh then spoke of U.S. military assistance to Iran. He 
said that this would not prove a real bulwark to defend Iran unless 
living conditions were improved. The lower ranks of the Army and 
school teachers were very discontented due to their low pay. This 
was a dangerous situation and if an agitator could put himself at 
their head there would be a revolution in Iran. This was a danger 
which both the British and the United States must recognize. If it 
occurred world peace would be seriously endangered. Mr. McGhee 
then asked if Dr. Mossadegh did not feel that some military aid 
was necessary. The Prime Minister replied that legitimate defense 
was the duty of every country and that if Iran could mechanize her 
agriculture she could then make availabie the necessary manpower 
for national defense. Present forces were adequate only for internal 
security. Assistant Secretary McGhee then asked Dr. Mossadegh to 
give the West a chance to prove it was a friend of Iran. Dr. Mossa- 
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degh said he knew that this was so in the case of the United States 
but that the AIOC had interfered continuously in Iran’s internal 
affairs to insure the election of deputies subservient to them. 

He said that all he had said to Mr. McGhee had been exploratory 
and should not be communicated to the British as coming from him 
as a commitment. He said he felt the United States should make 
its good offices available in achieving a settlement. Mr. McGhee 
said that the interest of the United States had always been to get 
negotiations going in order to achieve a settlement. Dr. Mossadegh 
said that this was also his wish. He repeated his earnest desire to 
settle this whole question. 

Dr. Mossadegh then asked what the situation was with regard to 
the Security Council. He had asked for a two-day’s postponement 
in order to give him a chance to recover his health before address- 
ing the Security Council. Mr. McGhee said he did not know wheth- 
er this two-day postponement would be granted but he did not an- 
ticipate serious difficulties of this sort. Dr. Mossadegh asked what 
he should do. Mr. McGhee said that he was going to Washington 
later in the day and would talk with the Secretary and other high 
officials of the United States Government. He would then probably 
return to New York and see Dr. Mossadegh again. In the meantime 
someone from the U.S. United Nations Delegation would probably 
call and see Dr. Mossadegh. Dr. Mossadegh thanked Mr. McGhee 
and said that he had developed great confidence in him during the 
last two days. He had spoken to Mr. McGhee as he would speak to 
his own brother, with the utmost frankness and trust. Mr. McGhee 
thanked Dr. Mossadegh for this expression and assured him that 
he would protect his confidence. Mr. McGhee then took leave of Dr. 


Mossadegh. 





No. 110 
RAR 2559/10-951 Telegram 


The United States Representative at the United Nations (Austin) to 
the Department of State 


SECRET PRIORITY New York, October 9, 1951—7:53 p. m. 

443. Re Iran. Jebb called on Gross this afternoon and agreed on 
text of res as sent to Dept in immediately following tel.’ Our ac- 
ceptance of language in first para of operative part was on basis of 
the agreed language on principles as set forth in Usun 428 of Octo- 





‘Telegram 444, from New York, Oct. 9. (888.2553/10-951) The text of the draft res- 
olution is in U.N. document S/2358/Rev.1. 
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ber 5, page 3.2 Jebb agreed to this, saying London had not objected 
to this agreed language, which had been reported to FonOff Octo- 
ber 5. He said he would work it into his statement speaking to res. 

It was agreed preferable to drop para 3 of operative part in order 
to leave parties as free as possible from feeling of SC supervision. 

Re timing Gross said we would go along with UK decision, but 
would much prefer meeting not before Monday.* This would give 
UK more time to negotiate 7 votes with other dels and, besides, un- 
derstood Mosadeq feels justified on score of health in hoping for 
meeting not before at least Saturday. Gross said Muniz (Brazil) 
seemed to want longer delay rather than shorter and he reported 
that Rau (India) while having no instructions except to try to have 
door kept open for negotiation, seemed also to want delay. After in- 
dicating preference for Friday if 7 votes obtained by that time, 
Jebb finally said he would inform London he proposed to have 
draft circulated by secretariat Saturday and to ask for meeting 
Monday. He admitted that if there was wobbling on 7th vote it 
would be necessary anyway to postpone beyond Friday. When 
asked what UK Govt would do in event 7 votes not obtained, he 
replied he had no idea and would have to seek instructions if this 
came to pass. 

Regarding cosponsorship, he said he assumed UK would present 
res alone. He was authorized to ask whether US would cosponsor 
but assumed we would not. Gross confirmed we would not but re- 
verted to Jebb’s statement this morning that UK wanted to consult 
Turkey, India and Yugo re cosponsorship. Jebb said there was no 
harm in trying this and would do so. 

Gross said he was authorized to inquire UK reaction to idea of 
res being tabled soon and SC meeting not being held until after 
UK elections. He emphasized that was not proposal, but only 
query. Speculating this would probably mean next SC meeting 
around October 29, Jebb wondered whether Mosadeq would like 
idea. Gross stated belief Iranian Prime Minister anxious not to 
have to make his speech and would welcome added time for negoti- 
ation. Jebb said he would put this up to London. He was inclined to 
think not bad idea. Gross thought if UK interested this it was most 
important matter to get decision on since it would materially alter 
tactical approach. 

Gross wondered whether it might be good idea for Jebb and him- 
self visit Mosadeq to discuss res. Jebb said it might be but not until 
7th vote obtained. He would ask instructions from FonOff. He then 
announced he would now send draft in confidence to members 





2Not printed. 
*Oct. 15. 











220 FOREIGN RELATIONS, 1952-1954, VOLUME X 


other than USSR and ascertain reaction. He dispatched Coulson on 
the spot to prepare appropriate letters of transmittal and evidently 
planned to go into action soonest. 
After meeting Gross informed Lacoste in general of above devel- 
opments. 
AUSTIN 





No. 111 
S/P-NSC files, lot 62 D 1, NSC 117 Series 


Memorandum by the Joint Chiefs of Staff to the Secretary of 
Defense (Lovett) 


TOP SECRET WASHINGTON, 10 October 1951. 
[NSC 117} 


MEMORANDUM FOR THE SECRET’ ®*Y OF DEFENSE 


Subject: The Anglo-Iranian Problem. 

1. This memorandum is in response to your memorandum, dated 
8 October 1951,? on the above subject. 

2. If Iran passes to the domination of the USSR, the following 
consequences are to be expected: 


a. Immediate loss of Iranian oil and probably eventual loss of all 
Middle East oil with the consequent greatly increased and possible 
intolerable deficiency in oil resources; 

b. Demonstration of the strength of the Soviet system and of the 
weak position of the Western World in opposition thereto; 

: = ion of the Soviet empire to the Persian Gulf and the 

n ; 

, .- Major threat to the position of Afghanistan, Pakistan, and 
1a, 





‘Attached to the source text were a memorandum, dated Oct. 17, from the Secre- 
tary of Defense to the Executive Secretary of the National Security Council asking 
that the JCS memorandum be distributed to the President and the Council; a note, 
dated Oct. 18, from the Executive Secretary indicating that the J: S memorandum 
was being circulated for the information of the Council; and a cover sheet, dated 
Oct. 18. These documents were designated NSC 117. 

*Not found in Department of State files, however, the memorandum dated Oct. 
17, referred *o in footnote | above, reads: 

“Paragraph 1 of the Joint Chiefs of Staff memorandum refers to Secretary Lo- 
vett's memorandum, dated 8 October 1951. In this memorandum he requested the 
Joint Chiefs of Staff to present a quick survey of the military judgment of the 
change in Russian military potential if the Iranian oil should fall into their posses- 
sion or control. He particularly wished to know if Iranian oil would permit the Rus- 
sians to continue and [the] war longer; if their possession of this oil would require 
an alteration of our strategic targets; and if it possibly would require an increase in 
the level of our military establishments.’ 
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e. The almost inevitable collapse of Afghanistan to Communism; 

f. Such enhancement of the Soviet position in the Middle East as 
to increase tly the danger of Communist domination during 
sanasiiaan of Faiiten. Iraq, Saudi Arabia, and India; and in the 
event of war to permit prepositioning of USSR military forces with 
oil immediately available which would greatly increase the chances 
of their military success against the Middle and/or Pakistan- 
India; and 

g. Turkey would be so flanked and uncovered as greatly to 
threaten its military position. 


3. If Iran comes under Soviet domination in peacetime: 


a. The Truman Doctrine would be breached; 

b. The USSR would be provided with a springboard for domina- 
tion of the entire Middle East: including the Eastern Mediterrane- 
an and the Suez Canal areas; prior development by the USSR of 
bases, facilities, and military stockpiles (including oil) would permit 
the Soviets to advance greatly any time table for military oper- 
ations against the Middle East and/or Pakistan-India; and 

c. The USSR would be permitted to develop facilities for delivery 
of Iranian oil to the territory of the USSR. 


4. If the Iranian oil problem results in the complete denial to the 
British of any stake in Iranian oil, the position and prestige of the 
United Kingdom in the Middle East and possibly throughout the 
world would, in all probability, be further weakened. Events in 
Iran cannot be separated from the world situation and specifically 
from developments in Egypt. 

5. The following is responsive to the three specific questions in 
the paragraph of your memorandum: 


a. If Iranian oil should fall to the USSR a greater and, in all 
at nee pag a longer effort by the Western Powers would be re- 
quired to bring about the defeat of the USSR and its satellites; 

b. Whether or not any alteration of our strategic targets would 
be — in the eventuality of control of Iranian oil by the USSR 
would depend largely upon the length of time available to and the 
scale of effort by the Soviets for development of facilities for deliv- 
ery of that oil to the USSR; and 

c. If the USSR achieves control of Iran in peacetime, the Soviet 
power position (including its logistical position) would be so im- 
proved that, in all probability, an increase in the level of the mili- 
tary establishments of the Western World would be required. 


6. The Joint Chiefs of Staff consider that the United States 
should take most energetic measures, as a matter of urgency, to 
support or arrive at the achievement of a solution of the Iranian 
problem which will: 


a. Provide for the continued orientation of Iran toward the West- 
ern World (this should receive overriuing priority); 
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b. Make possible an effective command organization for the de- 
~<a & in coordination with the other areas of the Middle 
c. Assure the continued supply of Iranian oil to the Western 
orld, at least during peace. 

Accordingly, they would support action which would achieve those 
objectives, such as an offer by the United States of its “good of- 
fices,” as outlined in the first paragraph of your memorandum. 

7. Strictly from the United States military point of view, Iran's 
orientation towards the United States in peacetime and mainte- 
nance of the British position in the Middle East now transcend in 
importance the desirability of supporting British oil interests in 
Iran. The Joint Chiefs of Staff would be forced immediately to re- 
examine their global strategy in the event that the USSR breached 
the Truman Doctrine in regard to Iran by measures short of war. 

For the Joint Chiefs of Staff: 
Hoyt S. VANDENBERG 
Chief of Staff, United States Air Force 


=. 
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MRR 2558 10-105) 
Memorandum of Conversation, by the Special Assistant to the 
Secretary of State (Battle) 
SECRA/ [Wasuinoton,] October 10, 1951. 


MEMORANDUM OF SecreTARY's CONVERSATION WITH THE PRESIDENT 


Following his return from the NSC meeting,' the Secretary met 
with several people in the Department and reported on his conver- 
sation with the President following the NSC. Mr. Lovett, Mr. 
Bohlen and General Smith were also present. 

The Secretary told the President that we had concluded that the 
resolution to be submitted to the Security Council was one which 
we could support.? He said that he thought we were obligated to go 


'The 104th meeting of the National Security Council on Oct. 10, presided over by 
President Truman. At this meeting the Council discussed the Iranian situation after 
an oral report by Secretary Acheson. (NSC Action No. 500; 8/P-NSC files, lot 62 D 
i, “NSC Actions”) No record of Secretary Acheson's report has been found in De- 
partment of State files; however, on Oct. 10, Rountree and Kitchen prepared a sum- 
mary of the events since the last briefing of the Council on Aug. 22, and transmitted 
it to Secretary Acheson under cover of a memorandum from McGhee for use in his 
briefing of the Council on that day. (Memorandum by McGhee, Oct. 10; 888.2553/10- 
1051) 

*See Document 110. 
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along with the British on it, to vote for it, and to help in getting 
votes for it. He said that we thought we should let the British “call 
the shots” as to how they proceed, etc., although we might make 
suggestions to them. He pointed out that a defeat on the resolution 
might have serious effects on the British, and that similarly a vic- 
tory might have serious effects as far as making it difficult for 
Mossadegh, but that we had decided we should support it and plan 
to do so. The President agreed that this was the proper course. 

Apparently, information was given at the meeting at the White 
House to the effect that Mossadegh was most anxious to get a set- 
tlement of the oil problem and did not want a Security Council 
meeting to take place. The Secretary said that this information was 
authentic. He did not indicate the source of this information. He 
did say that he was inclined to think that the British should be 
told this. 

The Secretary went on to say to the President that the entire 
Iranian matter was extremely complicated and serious, and that 
while we did not understand all of it, he thought there were two 


great points necessary in order to get u settlement: 


1. The first question is whether the British have a chance of 
going back into Iran as an operator. The Secretary said he was con- 
vinced that Mossadegh would not yield on this point. He said he 
thought that the British were about reconciled to this, but that we 
must know from the British that this is true and that they do 
accept the situation. 

2. The second question is who gets what from whom in regard to 
the financial aspects. 


These questions lead into those of (a) compensation and (b) dis- 
count in the purchase of oil. These two questions ((a) and (b)) over- 
lap somewhat. The Iranians should not result in doing better than 
Saudi Arabia has in its deal. Probably about a 50% split in profits 
is a reasonable result. One possibility is to simply split 50-50. An- 
other way is to do it through discount so as to result in the British 
getting the equivalent of 50% of profits through purchase with dis- 
count. If the British are receptive, we could go ahead and try to 
move Mossadegh toward a 50-50 split. 

Our plan is to go to the British and say we will support them in 
the Security Council on their resolution. We should point out that 
we think it better to keep the threat over Mossadegh rather than 
to force a vote when either a victory or defeat might do damage to 
the possibility of negotiating the problems. We should try to get 
the British to let us be “brokers” and try to get Mossadegh moving 
toward a 50-50 arrangement. 
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The President agreed to this. He coula not see anything else that 
we could do. He thought it well to tell the British, as proposed, be- 
cause he did not think it fair to operate without their knowledge. 

Mr. Acheson said that during the meeting Mr. Lovett made cer- 


pacity in Iran, etc.* 





On Oct. ll, McGhee transmitted to Holmes, who was in Washington for consulta- 


“In connection with your discussion of this matter with the British in London, it 
should be made clear that the talks which we have had with Dr. Mosadeq up to this 
by Dr. Mosadeq himself, following my courtesy call on him. It 
should also be made clear that we have no commitment from him, and any refer- 
ence to what he has told us is on a completely secret basis. The most encouraging 
ks is the fact that he appears sincerely to want a settlement. He 
believes that the chances for a settlement will be seriously 
Seeneied Mf tho Seomaty Connell acta ons Ghee ennatettens tah be to cnntioes os ebaais 
a delay in Council action pending efforts to find a settlement; that he prefers discus- 
sions with US representatives at this juncture rather than direct negotiations with 
the British; that, if the resolution is tabled, he would be willing to defer negotiations 
until after the British elections, recognizing the difficulties which would be involved 
in direct talks before then 
“You will recall that in the discussions at the Secretary's residence last evening 
Ambassador Franks outlined what he considered to be the primary British interests 
in the matter. These were (a) that Iran have a stable government, (b) that the Brit- 
ish have access to the oil in large quantities; (c) that provisions be made for the effi- 
cient operation of the industry, (d) that the pricing arrangements be satisfactory, 
and (e) that satisfactory arrangements be made for compensation.” (Memorandum, 
Oct. 11; 888.2553/10-1151) 


No. 113 


Lal 2 et pee] 


Memorandum of Conversation, by Colonel Vernon Walters: 


SECRET New York, October 11, 1951. 
Participants: Prime Minister Mossadegh 
Ambassador Earnest A. Gross 
Assistant Secretary of State George C. McGhee 
Colonel V. Walters 
After exchanging greetings, Mr. McGhee said that they had come 
to see Dr. Mossadegh and that if he had any question about Securi- 
ty Council procedures Ambassador Gross of the United States Dele- 





'The meeting took place at New York Hospital 
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gation to the United Nations was there to help in any way he 
could. 

Dr. Mossadegh looked quite grim and irritzted when the group 
entered his room. He said that Ambassador Muniz had just been in 
to see him and had shown him the first resolution which had been 
prepared and which the Iranians intended to answer. Amb. Muniz 
also showed him a second resolution which the British intended to 
use instead of the first one. He did not recognize their right to do 
this and said that he would answer the first resolution. He had re- 
fused to accept from Amb. Muniz the text of the second resolution.* 

Amb. Gross said that the second resolution was a more construc- 
tive one than the first. As he saw it, the problem from the Iranian 
point of view was two-fold: one, to answer the statement made by 
Sir Gladwyn Jebb;* and the other, to answer the text of the resolu- 
tion which was presented, which would be the second one. Dr. Mos- 
sadegh said that he would answer the statement and the first reso- 
lution, which is the one the Iranian Delegation had received. Mr. 
McGhee at this point said that the first resolution had been much 
sharper in tone. The United States had endeavored to obtain a con- 
structive type of resolution, and the second resolution embodied 
considerable progress. If Dr. Mossadegh were to answer the first 
resolution this would be failing to recognize the progress that had 
been made. 

Dr. Mossadegh then asked Amb. Gross what the procedure was 
on this matter. Amb. Gross replied that the Charter recognized the 
right of any member to present a resolution. They could circulate it 
and if they wanted to they could withdraw it and present another 
text with amendments. The British were going to circulate the 
second resolution, which would automatically withdraw the first 
one. Dr. Mossadegh did not feel that they had a right to do this and 
said that the Iranians must answer the first resolution. Further- 
more the Iranians could never accept the competence of the Securi- 
ty Council on this matter. 

Mr. McGhee then asked whether they could not accept the sense 
of the resolution which was merely a request to the two parties to 
resume negotiations, even though they could deny the jurisdiction 
of the Security Council if they felt so inclined. Dr. Mossadegh re- 
plied that this would be impossible; to accept the sense of the reso- 
lution would imply acceptance of the competence of the Security 





*Regarding the first resolution, see Document 92; regarding the second resolution, 
see Document 110. 

‘Presumably Mosadeg is referring to Jebb's statement on Oct. | at the introduc- 
tion of the first resolution. For the text of Jebb's statement, see Security Council, 
Sixth Year, 559th Meeting, 1 October 1951, pp. 11 ff. An extract is printed in Docu- 
ments (R.LL.A.) for 1951, pp. 531-539 
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case. 

Dr. Mossadegh then inquired by what right the British could 
withdraw the first text of the resolution they had circulated. He 
wanted to know whether there was anything written in the Char- 
ter which authorized this. Amb. Gross said that the Charter set 
forth the right of all members to present resolutions but did not 
specify anything regarding the withdrawal of these resolutions. 
Nevertheless, in practice this has been a recognized right since the 
inception of the United Nations. He said that, for instance, we had 
done this three times in connection with resolutions on Korea. 

In pointing out a case where a party though denying the compe- 


probably because they felt it was to their interest, and every coun- 
try must have the right to be a judge of its own interests. He then 
inquired whether there was restriction on freedom of speech in the 
Security Council. Amb. Gross replied that there certainly was not, 
that he could say anything he wished. Dr. Mossadegh, somewhat 
lified, said he was glad to hear this as he had feared this would 
case. He would therefore reply to the first resolution. 
explained that the second resolution merely asked 
to do what he wanted, namely to resume negotia- 
said that if the British, as Dr. Mossadegh believed, al- 
did not, were unwilling to resume negotiations, he could 
Security Council resolution to bring pressure on them to 
Security Council could well be a tool to help him achieve 
ives. Dr. Mossadegh said that be this as it might, he did 
ve this tool available to him to use as he wanted. 

reiterated his conviction that this whole question should be 
before it went to the Security Council. He reemphasized the 
for speed because of the rapidly deteriorating situation in 
. He knew the British were trying to drag this out. He had 
hoped the United States would do something. He had talked to Mr. 
McGhee several times until two days ago and now nothing had 
been settled, and the matter was after all going to the Security 
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Mr. McGhee then said that Amb. Gross had come along to try 


wanted to ask Amb. Gross. Dr. Mossadegh said that there was not. 
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: 


Mr. McGhee said that he knew Dr. Mossadegh understood that 
neither he nor the United States had any authority to negotiate as 
such, but because we were friends of both parties to this dispute we 
were attempting to use our good offices. In order to be able to be 
helpful we had to know what the thoughts of both sides were. In 
the conversativns he had had with Dr. Mossadegh he had been ex- 
ploring the present Iranian position. This was without commit- 
ment, yet nevertheless made it possible for us to see whether there 
were any grounds for hoping that the talks could be resumed. He 
understand that in a similar manner we would explore what 
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pointed out that at the time the talks broke down at 
had been disagreement on a number of points, the 
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serious obstacles that would have to be overcome. Subse- 
quent to the Tehran breakdown, Dr. Mossadegh had made further 
proposals which represented a modification of his previous position. 
bteapice pln fom Sathorn elcome Aired samp 

sian position was and what the present British position was. Mr. 
McGhee said that some of these differences were legalistic in 
nature and perhaps he did not understand them too well as he was 
not a lawyer. Dr. Mossadegh chuckled and said that that was why 
he liked to talk to Mr. McGhee, because he was not a lawyer. 

Mr. McGhee said he wanted to go over some of the principles in- 
volved in the oil business with Dr. Mossadegh. He said that as he 
understood it, Dr. Mossadegh understood the requirement for effi- 
cient management and the need for access to technological develop 
ments in the world’s oi] business. Dr. Mossadegh said that indeed 
he did recognize these two problems. Mr. McGhee said he would 
like to cite three cases of countries and the results for them of the 
oil policies which they had adopted. 

First there was Mexico, which twenty years ago had nationalized 


a single large new oil field had been brought it, and Mr. McGhee 
did not feel that Mexico's oil resources were making a serious con- 
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tribution to the living standard of the Mexican people. Dr. Mossa- 
degh said that if a ridiculously small price were paid the producing 
country for the oil as in the case of Iran, it would be better to leave 
the oil in the ground. Mr. McGhee said that he was coming to just 
that case, and he asked Dr. Mossadegh to be patient. Dr. Mossa- 
degh laughed and said he would be. 

Mr. McGhee then cited the case of Colombia, a country with 
great natural resources in petroleum, which had passed very strin- 
gent laws making it extremely difficult or impossible for foreign oil 
companies to operate there, with the result that many fields had 
been abandoned and the petroleum resources of the country were 
practically no good at all to Colombia. 

Mr. McGhee then said that the third case was that of Venezuela 
which had made an equitable arrangement, thereby insuring itself 
a trernendous revenue running into several hundred million dollars 
a year, making it possible for the Venezuelan Government to un- 
dertake projects to improve the living standards of their people. Dr. 
Mossadegh then fished a paper out of his night table which he 
claimed indicated that Venezuela's production of crude oil was ap- 
proximately the same as that of Iran. Mr. McGhee said that while 
he did not have exact figures he was sure that Venezuela's produc- 
tion was several times larger. Dr. Mossadegh then quoted from his 
paper the revenue paid the Iranian government and the revenue 
paid the Venezuelan government. In the case of the latter the sum 
was very much larger. He said that this illustrated the “theft” 
committed by the Anglo-lranian Oil Company in Iran. Mr. McGhee 
then said that the arrangement in Venezuela was an equitable one, 
satisfactory to both the Venezuelan government and to the oil com- 
panies operating there. He hoped that Dr. Mossadegh would have 
an opportunity to talk to the Venezuelans while he was here. Dr. 
Mossadegh was noncommittal on this suggestion. 

Mr. McGhee said that we were extremely anxious to be helpful 
in this question because it was of such importance not only to the 
Iranians and the British but to the whole free world. Petroleum 
was one of the sinews of the strength of the free nations of the 
world. He said that we were interested in seeing that it was pro- 
duced in adequate quantities and properly distributed around the 
world. He said that we were anxious to see Iran get a deal which 
would give her the largest possible revenue and conditions as gooa 
as those enjoyed by any nation in the world. He said that Dr. Mos- 
sadegh would understand that he could not hope for an arrange- 
ment which would be much better than any other prevailing in the 
industry at the present time. If he attempted to do so, Iran's oil 
could not be made compet'!'« ‘© the world markets and the petro- 
leum business was one « xt competitive in the world. He 














said that while we were anxious to see Iran get the best possible 
deal she could, we could not support an agreement which would de- 
stroy the whole fabric of the oil business throughout the world. 

Dr. Mossadegh said that the reason for this was that the United 
States also had oil interests throughout the world and if the Irani- 
ans got an arrangement much better than any other, this would 
tend to upset the pattern in other countries. Mr. McGhee said that 


that they would have to accept a similar deal with the Russians if 
they accepted it in the South. He said he could not see why they 
should share with anyone. Their law required that the oil fields be 
operated by the Iranian government, for the Iranian people. 

Mr. McGhee said that it was important that Iranian oil be made 


of 
He pointed out that it was not because of the gov- 
ernment’s financial interest in the American oil business, which 
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matter there were certain principles which were important to Iran, 
namely to be masters of their own house, to be secure against out- 
side interference in their internal affairs and to derive the maxi- 
mum possible revenue from their subsoil resources. He said that 
the Iranians must understand that this principle of not upsetting 
the pattern of world trade was an important one to us. He would 
not press the point at this time but he asked Dr. Mossadegh to 
keep it in mind and think about it. Dr. Mossadegh said that he 
would do so. 

He said that Mr. McGhee was a reasonable man. He himself 
would go before the Security Council and defend his country. He 
would be obliged to deny its competence in this matter, but the 
question of jurisdiction of course was something the Security Coun- 
cil itself would have to decide. Then, after the Security Council 
action, he was entirely at Mr. McGhee’s disposal for any further 
talks which might be possible providing that no great period of 
time would be required, because of the rapidly deteriorating situa- 
tion in Iran. Mr. McGhee said that he was pleased to hear that Dr. 
Mossadegh would be available in this way. We were looking for- 
ward to seeing him in Washington. Dr. Mossadegh then repeated 
his readiness to talk, after the Security Council action. He empha- 
sized that this was very confidential and he was only telling Mr. 
McGhee because he had full confidence in him. Mr. McGhee ex- 
pressed appreciation for what Dr. Mossadegh had said and said he 
would return shortly to Washington and as soon as he had some- 
thing new he would get in touch with Dr. Mossadegh further. He 
then took leave of Dr. Mossadegh. 





No. 114 
Editorial Note 


Discussion of the Anglo-Iranian Oil Case before the Security 
Council began on October 15 with the submission of the resolution 
(S/2358/Rev.1; see Document 110), drafted by the British in consul- 
tation with the United States and the consequent withdrawal of 
the earlier British draft resolution (S/2358). Mosadeq addressed the 
Council on the same day. He reviewed the Iranian experience with 
the Anglo-Iranian Oil Company, denied the competence of the 
International Court of Justice, stated that Iran was ready to reopen 
negotiations on the questions of the sale of oil and compensation to 
the company, and concluded that the British resolution was unac- 
ceptable because the Security Council was not competent to deal 
with the complaint. 
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The question was discussed further at meetings of the Council on 
October 16, 17, 18, and 19. In the course of these meetings India 
and Yugoslavia offered amendments to the British resolution 
which deleted the references to the International Court’s opinion. 
Ambassador Austin spoke for the United States on October 17, ac- 
cepting the amendments and stating that clearly a dispute existed 
between the United Kingdom and Iran with which the Security 
Council should concern itself. On the same day the amendments 
were accepted by the British, and the new resolution was circulat- 
ed as S/2358/Rev.2. Following the Council discussion on October 
17, it became apparent that there were not enough votes to pass 
the revised resolution, and on October 19 the Council adopted a 
French motion calling for adjournment of the debate until the 
International Court of Justice had ruled on its own competence in 
the case. 

For the texts of the several draft resolutions, see United Nations 
Security Council, Official Records, Sixth Year, Supplement for Octo- 
ber, November and December, 1951, pages 2-5; for records of the dis- 
cussion at the Security Council and the addresses by Mosadeq and 
Austin, see U.N. Docs. S/PV. 558-563 and 565; for extracts from 
Mosadeq’s speech, see Documents (R.L.1.A.) for 1951, pages 540-546; 
for Austin’s speech, see Department of State Bulletin, November 5, 
1951, pages 746-749. 
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Memorandum of Conversation, by Colonel Vernon Walters’ 


SECRET New York, October 15, 1951. 
Participants: Prime Minister Mossadegh, Iran 
Mr. George C. McGhee, Assistant Secretary of State 
Colonel V. Walters 


After exchanging pleasantries, Mr. McGhee stated that he had 
just flown up from Washington to see Dr. Mossadegh as he fully 
understood the urgency of the situation and Dr. Mossadegh’s need 
for speed in this matter. He had previously explored Dr. Mossa- 
degh’s thinking and since he had last seen the Prime Minister we 
had been exploring the British thinking, and in the light of this we 
felt justified in going uhead. He said that we were doing everything 
we could to help Dr. Mossadegh achieve a satisfactory solution of 





'The meeting took place at Mosadeq’s Ritz Tower apartment on Oct. 14. 
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the problem. He said that there were a number of points on which 
agreement would have to be reached. “Agreement with whom?” 
asked Dr. Mossadegh. He then went on to say that the Iranians 
were absolutely unwilling to come to any agreement with either 
the British government or the AIOC. They could not do this. No 
one in Iran would accept it. If they reached any agreement with 
the British they would have to reach a similar agreement with the 
Russians, this on the principle of reciprocity and equal treatment. 
The Iranians could not give the British any sort of most-favored- 
nation treatment or they would be compelled to extend the same 
treatment to the Soviet Union. Mr. McGhee said this was not quite 
the case as they had now nationalized the oil fields and there could 
be no question of giving any concession or other arrangement of a 
similar nature to the Soviets. 

Dr. Mossadegh then spoke at some length about the seriou ..ess 
of the situation in Iran and the grave consequences that might 
ensue if a speedy solution were not achieved. He had come here 
filled with a desire to reach a speedy solution and now a week had 
passed and the British had done nothing. 

Mr. McGhee assured him that we have been working day and 
night as honest brokers sounding out both sides. Dr. Mossadegh did 
understand that we were not negotiating because we did not have 
any authority to do so. Nothing he said could be construed in any 
way as a commitment. Dr. Mossadegh said he understood this and 
likewise anything he said was of a tentative nature and not to be 
regarded as a commitment. The word “agreement” was explained 
at some length to Dr. Mossadegh as it seemed to have for him some 
connotation of a concession type arrangement. 

He said that the Stokes proposal? was nothing more than a con- 
cession in disguise and that it was therefore unacceptable to the 
Iranians. The question of compensation was then touched upon. Dr. 
Mossadegh said that Iranians would be prepared to pay compensa- 
tion on the basis of the stated value of the company’s installations 
in Iran as set forth in the AIOC’s annual statement, which 
amounts to some £27,000,000. Mr. McGhee explained that there 
was considerable difference between the book value and the sales 
value or real value of assets. Dr. Mossadegh then asked whether 
the AIOC would be willing to say by how much they had commit- 
ted a fraud in their statement. Mr. McGhee said it was not a ques- 
tion of fraud but that normally the book value did not always rep- 
resent the true sales value of assets. If a company was making 
money, the true value was usually higher than the book value, and 
if a company was losing money the true value was usually lower 





*Regarding the Stokes proposal, see Document 67. 
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than the book value. In the case of the AIOC, which had been 
making a substantial profit, it was therefore probably higher than 
the given figure. Dr. Mossadegh asked Mr. McGhee whether he had 
any idea what the real value was. Mr. McGhee said he did not. It 
was not easy to arrive at the valuation of property of this type. 
However, if the property were located in the US. it would be worth 
a great deal more than £27,000,000, perhaps over a billion dollars. 
Dr. Mossadegh replied that the property, however, was in Iran and 
should be valued on that basis. Mr. McGhee said this was true but 
nevertheless certain values were absolute, regardless of where 
property was located. 

Mr. McGhee asked Dr. Mossadegh whether he himself had any 
idea as to a final figure. Dr. Mossadegh said he did not and asked 
whether Mr. McGhee could not get the thinking of the British on 
obtain a fixed valuation for property such as this. Dr. Mossadegh 
thought it could be done more quickly. Mr. McGhee then suggested 
that this might perhaps be taken care of by setting aside a percent- 
age of the profits for compensation and then establishing a proce- 
dure for fixing the value of the property. The organization of a 
Commission or small group to decide the value of the property was 
discussed. Dr. Mossadegh was fearful of an international group, 
fearing that it would be influenced by the AIOC and suggested that 
the President of the U.S. arbitrate this matter. Mr. McGhee said 
that this was too great a responsibility for us to take on as a gov- 
ernment and emphasized the value of an international organiza- 
tion or a small group of neutral experts, pointing out that such a 
group would consist only of personnel satisfactory to Dr. Mossa- 
degh in whom he had confidence. Dr. Mossadegh, while not accept- 
ing this idea outright, nevertheless seemed less hostile to it than 
previously. 

Other aspects of the question were then discussed. Mr. McGhee 
pointed out that considerable agreement which encouraged him 
had become evident. Dr. Mossadegh said this was so and suggested 
that they both write down these matters on which they agreed so 
that they would be fully aware of them. Mr. McGhee agreed to this 
and the following items were then written down by Col. Walters in 
French and English, with Dr. Mossadegh keeping the French copy 
and Mr. McGhee retaining the copy in English. The paper, on com- 
pletion, was carefully read over to Dr. Mossadegh paragraph by 
Ry SR OEE EN RNY, SOE. RESO ee 
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prices. 

6. Under the Board of Directors of the NIOC, there will be a 
Technical Director of neutral nationality with executive authority 
over the operations of the company. He will be chosen the 
Board of Directors from a nationality to be indicated by the Irani- 
an government. 

7. Payment for the crude petroleum will be made in sterling. 


In connection with point 4, Mr. McGhee explained that the 
World Bank, if it were to lend the money as working capital, would 
probably wish to be able to discuss administrative arrangements 
with the NIOC, as is normal in banking practices in order to be 
sure that efficient management was ensured. Dr. Mossadegh ex- 
pressed assent to this and did not believe it would cause any diffi- 
culty. 

In connection with point 5, Dr. Mossadegh was anxious to have 
the price fixed every year. Mr. McGhee explained the difficulty of 
this to him in that it provided no stability. After some discussion of 
this point, Dr. Mossadegh finally agreed to the wording whereby 
the price would be fixed initially, with the flexibility to provide for 
variations in world petroleum prices. 

With regard to point 6, Dr. Mossadegh was anxious for the inclu- 
sion of the words “neutral nationality’ and also for the sentence 
indicating that the Iranian government would control the national- 
ity of the Technical Director. He leaned strongly towards the selec- 
tion of a Swiss, but finally indicated he would be willing to accept a 
Netherlander. He said that the Dutch were very honest. Mr. 
McGhee indicated that next to the Americans and the British, the 
Dutch had the widest experience in this field. 

In regard to point 7, Dr. Mossadegh was anxious to include some 
provision governing the acquisition by the Iranian government of 
the foreign exchange necessary to carry out their import program. 
Mr. McGhee explained that the Iranian market was presently a 








jokingly said we would be waiting for him at the door. Dr. Mossa- 
degh feared that any resolution of the Security Council recom- 
mending negotiations would tie the hands of the Iranians by simul- 

y preventing the return of British technicians and the 
technicians such as Germans (from whom he had 
y offers). He would much prefer it if the Security Council 
no resolution or merely take a non-commital position. 
first conversation in which Dr. Mossadegh did not 
Security Council declare itself without jurisdiction 
is question.) Mr. McGhee said that we were well aware of 
ing on this matter and that any action we or the Security 
il took would be in an endeavor to help him solve his prob- 


il 
: 


eit 


it 


Mr. McGhee said that this whole petroleum question was an ex- 
tremely complex one with widespread ramifications. Dr. Mossadegh 
should have confidence in us. We had had wide experience in this 
matter and he could be sure that we would not be a party to any 
solution which was unfair to him. Dr. Mossadegh said he had full 


fore it was essential that whatever arrangement was finally 
reached, it must appear equitable to world petroleum. It was our 
policy to recognize nationalization but we feel that prompt, ade- 
quate and effective compensation should be paid. If anything were 
done to violate this policy it would jeopardize the interest of the 
whole petroleum industry and it would thus be impossible to secure 
their cooperation to help Iran derive the maximum revenue from 
her petroleum sources. Dr. Mossadegh indicated agreement with all 
the foregoing. 

Mr. McGhee then said that on the basis of what Dr. Mossadegh 
had given him he would sound out the British. He inquired wheth- 
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er Dr. Mossadegh would be willing to wait until after the British 
elections providing satisfactory progress were made in talks prior 
to that time. He pointed out how difficult it would be for the Brit- 
ish politically to make a final decision prior to the elections. Dr. 
Mossadegh said he understood and would be willing to wait until 
after the election. 

Mr. McGhee then inquired of Dr. Mossadegh when he would like 
to come to Washington. Dr. Mossadegh said he would like to as 
soon as he got out of jail (the Security Council). Mr. McGhee said 
that the President and Secretary were anxious to see him and talk 
to him. He also said that Dr. Mossadegh might visit the TV hydro- 
electric installations and perhaps one of our spas, like White Sul- 
phur Springs. Dr. Mossadegh said he would like to but of course his 
health would govern this. 

Mr. McGhee invited Dr. Mossadegh down to his farm near Wash- 
ington and Dr. Mossadegh said he would like very much to come. 
He also is a farmer and would like nothing better than to give up 
political life and return to his farm. Mr. McGhee said that he 
would return to Washington immediately and go to work on what 
Dr. Mossadegh had given him. He would get in touch with Dr. Mos- 
sadegh immediately after the Security Council had met. He ex- 
cused himself for keeping Dr. Mossadegh up so late, and the talk 
then concluded. 





No. 116 
88 2553/10-2251 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY Tenran, October 22, 1951—4 p. m. 
1478. Altho recent rapid and serious developments in oil dispute 
have prevented my consultation with Brits at length on subj raised 
Deptels 642 and 645 September 25,* I consider it pertinent and im- 
portant give Dept at this time current Emb appraisal Iran sitn. 
Fol not discussed with Brit but will be soon. Doubtful if Brit ap- 
praisal will coincide with that of Emb. 





‘Transmitted in three sections and repeated to London 

*Telegram 642 reported that no limit should be placed on the topics or categories 
which the British and US Ambassadors should examine to prepare a joint estimate 
of the Iranian situation Telegram 645 repeated the text of a cable from London that 
suggested six broad fields for joint examination (888 2553/9-2051 and 9-2551) 
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US policy. 
shall not fall into Commie hands and that it shall become willing 
partner of free world. 


Principal factors in Iran today. 

a. Strong popular current of anti-fon nationalism, personified 
and led by PriMin Mosadeg and Nat! Front supporters. 

b. Constitutional monarchy, headed by indecisive and weak 

c. Small oligarchy of landowners and merchants, motivated by 
complete self-interest, and currently supporting Shah. 

d. Running sore of oil dispute with Brit, with attendant disloca- 
tion of Iran’s economy. 

e. Security forces in gen still loyal to Shah. 

f. Influence of . . . Mullahs affecting all phases Iran life... . 

g. Depressed econ and social conditions of majority of population, 
with resultant discontent (see Embtel 1479, October 22°). 

h. Commie exploitation of sitn. 

i. Decline in western influence. 

Emb appraisal character and influence these elements. 

a. Emb considers rising Iran nationalism present venting itself 
through oil dispute is real and potent force. Irans, in gen, resent 
and suspect all foreigners, and Emb believes Iran nationalism at 
this time directed particularly at Brit not likely wane in near 
future. 

Mosadeq and Nat! Front politicians have encouraged and used 

nationalist sentiments to come to power. However, their removal or 
defeat will not eliminate Iran nationalism. Public opinion almost 
certain to support any other leader or movement in future which 
panders to this nationalism and to oppose what might be consid- 
ered as appeasement of foreigner at expense Iran. Econ consider- 
ations are secondary to these vague but fierce and pervasive emo- 
tions. 
Inability of Brit-encouraged Majlis opposition to oust Mosadeq 
govt and unanimous pol support of PriMin’s mission to UN serve to 
emphasize futility of hopes that nationalist movement only superfi- 
cial or that “strong man” govt cld succeed in restoring Brit-man- 
aged concession on basis similar to that of past. 





"Telegram 1479 presented a detailed financial and economic picture which con- 


cluded that economic conditions in Iran were worse, but not much worse than in 
normal years, while the financial situation was bad and deteriorating rapidly. 
(888.2553/ 10-2251) 
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Demonstrated pol ability of Mosadeq as shrewd leader national 
front minority and demagogue who well understands Iran emotions 
and character, his personal prejudices against Brit, his undoubted 
understanding of Russian intentions in Iran, and his almost mega- 
lommaniac desire to act as champion of people in struggle for “inde- 
pendence” are important factors to be considered in present sitn. 

b. The Shah might be factor for stability, continuity of leader- 
ship, and resistance to communism in Iran. He appears however to 
have no confidence in his own influence; at least he apparently 
does not regard it as opportune to endeavor to exert it against 
present govt. 

He has thus far been unable to use nationalist elements to 
strengthen crown or to effect much needed reforms in face land- 
owning-merchant oligarchy. He is probably correct in his belief if 
he shid try just now remove Mosadeq from Premiership, or if he 
shid take any other measure which might seem to run counter to 
nationalist aspirations, prestige and influence of crown wid suffer 
severely and he might even be overthrown. 

Disappearance of Shah wid mean loss to western world of poten- 
tially powerful anti-Commie element and ensuing struggle for 
power might lead to chaos which organized Tudeh Party wid ex- 


c. The landowner-merchant oligarchy has been one of main ob- 
stacles to progress of Iranian people and to development of coun- 
try’s resources. It has tenaciously fought for maintenance of status 
quo. While supporting Shah as stabilizing factor in country, it has 
obstructed his inclinations toward reforms. This feudal group is 
anxious to perpetuate itself and is governed by complete self-inter- 
est. 

d. Oil dispute with British, with attendant dislocation of Iran's 
economy as result cessation oil industry, is greatest factor for insta- 
bility in Iran today. Political and popular emotions have been in- 
creasingly exacerbated by this issue during past year. Even “oppo- 
sition” has recently declared it will support govt until oil question 
settled. Failure to obtain usual oil revenues will affect govt bu- 
reaucracy and mil forces seriously as salaries and supplies lag 
behind. Trade standstill and gen econ consequences discussed 
(Embtel 1479, Oct 22). Finally, until revenues again begin flow 
from oil industry, govt, even if so inclined, can [not?] turn to public 
works or improvement miserable social and econ conditions majori- 
ty population. 

Decline of British influence in Iran weakens Iranian resistance 
to communism and Soviet pres.ure. Iranians long accustomed play- 
ing foreign powers against each other, may dangerously allow 
selves be vulnerable Soviet penetration to such extent that if or 














Nevertheless sail units in Iran are weak reeds for Shoh, govt or 
free world to rely upon. Lower ranks are discontented and ill paid, 
junior officers reportedly are receptive to Commie propaganda, and 
senior officers often are incompetent and corrupt. In view of anti- 
mil sentiments of Mosadegq it is not unlikely US mil missions will 
be hampered in their operations and may even be forced eventually 
to leave. This last development wid be most serious blow to US 


“ 
be . religious leaders, such as Mullah Kashani, have been 


pute,.... Movement to drive out British has gained almost sig- 
nificance of religious crusade in some quarters. Shid any Iranian 
Govt agree to restoration British control Iranian oil industry, there 
wid be religious fanatics ready to stir up popular emotions and to 
assassinate responsible officials. Religious fanaticism can be used to 
combat communism, but it cannot be employed as constructive 
forger for country's progress. 

g. For appraisal econ factors see Embtel 1479, Oct 22. 

h. Strength of Tudeh Parties in key areas as fols: (1) Tehran 
4,000 to 8,000 hardcore with party members and sponsored groups 
totalling 35,000 maximum; (2) Khuzistan approx 5,000 party mem- 
bers among oil workers; (3) Azerbaijan and Gilan strong though un- 
estimated membership. 

Potential for rapid party increase based on fact its platform par- 
allels that of Nat! Front and its activities known to public only as 
stooge organs (peace fronts). Any deviation of Nat! Front leaders 
from present extremist course wid probably result in rapid increase 
Tudeh following and consequent upsurge in power. In this event 
party cld become prime threat to present polit order. 

Above possibility cld arise through Iranian popular misconcep- 
tion of nature of Tudeh, which is widely viewed as indigenous polit- 
ical movement advocating reforms close to heart of populace. Sitn 
is further complicated by confidence Natl Front leaders in their 
own superior astuteness and in their ability at proper time to 
handle Tudeh and Communists. 
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With regard to USSR, average Iranian fails see any present tan- 
gible evidence of Sov imperialism whereas he imagines he sees nu- 
merous signs of endeavors Brits and Americans maintain old con- 
trols and even obtain new holds in country. His imagination in this 
regard is continually sharpened by steady barrage clever Sov prop- 
aganda. USSR is queen of airwaves in this area. At any time one 
can hear Sov propaganda on various short and long wave lengths 
in several languages. 

At present Communists are spurring nationalist drive to oust 
Brits from Iran and follow tactics prevent as much as possible any 
deviation from anti-Brit line. When western powers driven from 
Iran and influence destroyed, Communists may be expected imple- 
ment second stage their long range objectives—destruction of all 
remaining rivals for power in Iran. 

US recent position in SC oil dispute has been construed here as 
substantive support of UK and may be expected increase Tudeh po- 
tential directly and indirectly thru resultant tendency of Natl 
Front and its popular supporters turn toward USSR. Granted time 
and over longer range this may create environment favorable to 
Tudeh power seizure attempt. Several recent estimates assert 
Tudeh in any early national election cld obtain 20 Majlis seats, wid 
be in position to exert influence far out of proportion to numbers, 
and wid be able demand Cabinet participation. 

i. Present direction taken by Iranian nationalism as exemplified 
by its attitude towards Brit oi] interests has served to decrease 
western influence particularly Brit. Relative responsibility US on 
behalf free world in prevention Iran from passing into Sov sphere 
has increased as result. It shid be realized that despite gen condem- 
nation thruout country Brits still have most powerful unseen sup 
port which might be effectively mobilized in certain circumstances. 
For instance if as result understanding attitude on part Brit oil dis- 
pute cid be settled in manner inoffensive to reasonable Iran nation- 
alist elements or if Russians or Communists shid make misstep in 
their program, Brits might still stage comeback. Their former posi- 
tion, however, as far as oil is concerned, can never be restored. We 
hope to present specific recommendations shortly. 

HENDERSON 
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E. The Visit of Prime Minister Mosadeq to Washington and the Interest of the 
World Bank in Resolving the Oil Dispute 


No. 117 
We T5438 1 TRS) 


Memorandum of Conversation, by Colonel Vernon Walters' 


TOP SECRET Wasnincton, October 23, 1951. 
Present: The President of the United States 
Secretary of State Acheson 
Lt. Colonel Walters 


The President opened the conversation by saying that he did not 
wish to go into the problems which had brought Dr. Mossadegh to 
the United States during lunch because he wanted the Prime Min- 
ister to enjoy lunch. 

The Prime Minister replied that he had had a good rest and a 
good lunch, and was completely at the President's disposal for any- 


a just settlement was reached on this problem. We were the friends 
of the Iranians and likewise the friends of the British. We had no 
national or private interest in the matter other than achieving a 
fair settlement. 

Dr. Mossadegh replied that he knew this, and it was with this 
hope that he had come to Washington. The President then said 
that this was the fundamental basis of our thinking on this whole 
problem. 

Secretary Acheson then said that the President had accurately 
set forth the situation; that our only interest was in seeing this 
problem settled between our friends. He said that we had had, 
through Mr. McGhee, a number of useful conversations with Dr. 
Mossadegh. If he understood the Prime Minister's thinking correct- 
ly from what had been reported to him, he believed that the funda- 
mental point which the Prime Minister had in mind was that the 
British operation of the oil industry in lran—with the possibilities 
that this gave for interference in the internal affairs of the coun- 
try—must cease. On other matters, as he understood it, the Prime 
Minister was ready to come to a reasonable settlement. 

Dr. Mossadegh stated that this was the case. 

The President then asked whether the British had been informed 
of these talks. Secretary Acheson indicated that they had not. He 





'The meeting took place at Blair House 
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not merely to talk about the oil question, but also about other as- 
sistance to Iran. The Prime Minister said that the present situation 
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this idea throughout the school system. Iran was a very ;oor coun- 
try and the United States was a very rich country. The Prime Min- 
ister said that though this was the case, he had not come to beg, 
but rather to point out that after the solution of the oil problem, 
there would stil! be difficulties, as the oil revenue would not be suf- 
ficient to take care of all Iran's needs. The Iranian Army presently 
had some 100,000 men. If the Iranians were to increase their armed 
forces they would have to take men away from the farm, with a 
consequent loss of agricultural production. 

The President said that he understood that Iran had always been 
self-sufficient in so far as foodstuffs were concerned. The Prime 
dent pointed out that this was due to a bad crop last year, and Dr. 
Mossadegh said that this was the case 

Secretary Acheson said that Iran was really a rich country.” 

The President said that he had had studies made in Syria, Iraq, 
Iran and the northern part of India, and it had developed from 
these studies that there were enormous potentialities of foodstuffs 
in this area if they were developed. He said that though Iran was 
smaller than the United States, its farm potential was nearly as 
great. 

The President then said that in the United States in 1933 we had 
had a situation where there were 12 to 13 million unemployed; the 
farmers were desperate because of mortgage foreclosures. First, 
there had been the New Deal, then the Fair Deal, whereby a floor 
was put under wages, farm prices were fixed, rents were controlled, 


tion had reached a proper balance and an equitable distribution of 
wealth. The President said that if the Iranians could settle this dif- 
ference with Britain and take the necessary measures, they had 
enormous possibilities and we would be happy and willing to help 


Secretary Acheson said that the President had put the case very 


jous to see this matter settled once and for all on a basis which 
not destroy the whole fabric of oil agreements around the 
Dr. Mossadegh nodded agreement to this. 











244 FOREIGN RELATIONS, 1952-1954, VOLUME x 


The President said that he felt the Iranians could do these things 
and obtain a proper distribution of wealth, although he himself 
was no socialist. 

Dr. Mossadegh said that he was happy to hear what the Presi- 
dent had to say. His whole purpose had been to show that his prob- 
lem was twofold. One was to settle the oil question and the other to 
obtain help to increase production of foodstuffs. 

Secretary Acheson indicated that he would see Dr. Mossadegh on 
the following day.* The President said that Dr. Mossadegh would 
be talking further with Secretary Acheson. He could speak with 
Mr. Acheson just as though he were speaking to the President him- 
self. The President said that Dr. Mossadegh could talk fully and 
freely with Mr. Acheson; the Secretary was an honest man who 
would respect his confidence. Dr. Mossadegh said he was very 
pleased to hear this and was looking forward to the opportunity of 
talking to the Secretary. 

The Prime Minister then expressed his thanks to the President 
for having received him and given him this opportunity to discuss 
his country’s problems.‘ 





*See the memorandum of conversation, infra. 

*On the following day, Mosadeq met again with Acheson, McGhee, Nitze, and 
Walters. Presumably it is the meeting described in Acheson, Present at the Creation, 
p. 510. A memorandum of the conversation by Walters is in file 888.2553/10-2451. 


No. 118 
BBR 2553/ 10-2651 


Memorandum of Conversation, by Colonel Vernon Walters’ 


SECRET WASHINGTON, 28 October 1951. 
Present: Prime Minister Mossadegh 

Assistant Secretary of State McGhee 

Lt. Col. Walters 

After exchanging the usual amenities, the Prime Minister indi- 

cated to Mr. McGhee that he was somewhat disquieted over the re- 
sults of the British elections. He felt that the Conservatives would 
prove more intransigent than had the Laborites.? Mr. McGhee re- 
plied that the Conservatives had obtained a working majority and 
their hands were much more free than had been the Laborites who 
had been living in the shadow of an election. Dr. Mossadegh said 





'The meeting took place at the Shoreham Hotel 
® Mosadeq had expressed similar feelings to Colonel Walters on Oct. 27. (Memoran- 
dum of conversation, Oct. 27; 888.2553/ 10-2751) 
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that he had only wished that he had bet with Mr. Nitze concerning 
the election results. He would have won some money. 

The Prime Minister expressed his worry over the deteriorating 
internal situation in Iran. He felt that he must return soon. In the 
meantime he would like to obtain an advance from the World 
Bank to provide him with funds to meet his current expenditures 
as the piling up of arrears ‘n government salaries presented an 
ever increasing danger. Mr. McGhee said that he understood the 
need for speed. His thinking had been that if a price could be 
agreed upon, something might be initialed the following day. He 
could not see what advantage there would be to the Prime Minis- 
ter’s hurrying off. If he could not obtain the advance, what could 
he do in Iran? The Prime Minister replied that he felt he could 
control the situation in Iran if he were there personally and that if 
he could not obtain the advance, he would float an internal loan. 
He felt, nevertheless, that it would be easier to obtain the advance. 
He would pay any rate of interest and would pledge the very first 
revenue from oil to repay this loan if the World Bank would grant 
it. Mr. McGhee said unfortunately the World Bank did not handle 
this type of loan but that it was a commercial proposition and per- 
haps some private bank would handle it; but there was always the 
problem of the title to the oil until an agreement was reached. 
Either way, it could not be arranged in ten days. The procedure 
that the request must go through would take longer. Therefore, he 
felt that if an agreement could be reached quickly, the advance 
might be secured from the purchasing organization. Dr. Mossadegh 
said that he could, if necessary, post the Iranian gold in South 
Africa as collateral. Mr. McGhee asked what this gold was and Dr. 
Mossadegh said that it was 50 tons of gold turned over by Great 
Britain to compensate for British issuance of currency in Iran 
during the war. The Russians likewise were holding some Iranian 
gold and the Soviet Ambassador had indicated that he would not 
turn over this gold until the British turned over the British-held 
gold to the Iranians. The Prime Minister said that, on second 
thought, he did not think he could borrow on this since this gold 
was part of the currency coverage. He wondered if the United 
States Government could advise some bank to lend him the money. 
Mr. McGhee said that the Government could not interfere with pri- 
vate banking and that Congress was not in session. He pointed out 
that there was the $25,000,000 Export-Import loan and the 
$25,000,000 grant to Iran. Dr. Mossadegh inquired whether he 
could not obtain the grant to defray his current expenditures. He 
was told this was not possible as it was only to be used for develop- 
mental purposes. Mr. McGhee again emphasized that by far the 
most desirable way of solving this was to reach a speedy agree- 
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ment. Dr. Mossadegh said there were four points he would like to 
make and have them inserted in any agreement that was reached. 
First of all he felt the agreement should state what court would be 
competent to handle any questions between the company running 
the refinery and the Iranian Government. He felt that the compe- 
tent court should be the Iranian “Cour de Cassation.” Mr. McGhee 
indicated that in a matter involving two nationalities, they might 
consider the World Court. Dr. Mossadegh said that this was quite 
impossible. The Iranians had had quite enough of the World Court. 
It must be an Iranian court or it would be tantamount to the Irani- 
ans disowning their own courts. Mr. McGhee said that if the agree- 
ment was carefully worked out, he would not see where there 
would be any difficulty. The Prime Minister said that there could 
be difficulties under any agreement and the court with jurisdiction 
should be defined. 

He then said that he would also like to have something inserted 
in the agreement concerning the question of housing at Abadan. 
He himself had not been to Abadan but he knew of the bad condi- 
tions prevailing there. He felt that the company owning and oper- 
ating the refinery should be under the obligation of undertaking a 
housing program during the first three years of its operation at 
Abadan. 

He felt that there should be a program for training Iranian tech- 
nicians which would work in the following manner: During the 
first five (5) years the company could operate the refinery with for- 
eign technicians only. During the second five-year period, they 
should be required to have one-third Iranians, and during the third 
five-year period, they should be required to have two-thirds Irani- 
ans. This would insure the training of Iranian technicians. He said 
that at the end of fifteen (15) years, the refinery—as is the case 
with all concessions—should revert to the Iranian Government. 
Mr. McGhee said that this matter would complicate the whole 
question. The refinery would not be a concession but would merely 
be a factory operating on Iranian soil. He pointed out to Dr. Mossa- 
degh that he did not feel it would be advisable for the Iranian Gov- 
ernment to attempt to run this as a factory, saying that the facto- 
ries presently being run by the Iranian Government were losing 
money. The Prime Minister said that this was so. Mr. McGhee said 
this would greatly jeopardize the possibility of reaching an agree- 
ment on the question and the Prime Minister, after some argu- 
ment, finally indicated he would bow to Mr. McGhee on this 
matter and would withdraw his insistence on it. But he would like 
provisions to be made concerning the training of specialists and the 
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requirements of one-third Iranians for the second five years and 

Dr. Mossadegh said that he would also like to have inserted in 
the agreement a clause which would require the refinery to refine 
a million tons of oil a year for the Iranian Government as this was 
the internal consumption of Iran. Mr. McGhee did not feel that 
there would be any serious difficulties but he hoped that the Prime 
Minister would [not?] go into too much detail in the agreement. 
The Prime Minister said that he agreed. He wished to make the 
agreement simple. He said the Anglo-Iranian Oil Company's 1933 
agreement was so voluminous that no one could understand it. He 
wished to make this agreement simple so that anyone could under- 
stand it. 

The Prime Minister indicated that he could not sign any agree- 
ment until he had first submitted it to the Parliament and the Par- 
liamentary commissions for approval. This was required by Article 
23 of the Iranian constitution. He indicated that he would forward 
the agreement to the Parliament without publicly endorsing it. Mr. 
McGhee asked why he could not endorse it, as it would be more 
effective if he did. He was not only the leader of the nationalist 
front, but also the leader of the whole movement which had culmi- 
nated in the nationalization of the oil industry; and if he felt it was 
ee ee ee 
The Prime Minister replied that if he endorsed it publicly, the 
agreement would have a more difficult time in the Parliament 
than if he said nothing. He will handle the matter according to his 
judgment of the best way to do it. He indicated that he would work 
behind the scenes to obtain its approval: »nd if asked point blank 
what his opinion was, he would say he th. ght it was the best deal 
that could be made. Mr. McGhee pointed out that he would have a 
difficult time selling this to the British as they would have to make 
a number of concessions. He asked the Prime Minister how long he 
thought it would take to obtain the approval of the Majlis. The 
Prime Minister indicated that to obtain an opinion from the Parlia- 
mentary commissions would take about ten days and formal ap- 
proval by the Parliament would take a good deal longer. Both he 
and Mr. McGhee were concerned about the length of time that 
would elapse before the agreement was approved. Mr. McGhee in- 
dicated that if the agreement were approved speedily, advances 
could be obtained from the purchasing company. 

The Prime Minister said he would like to handle the matter in 
the following manner: There would be a bilateral agreement with 
the U.K. Government acting on behalf of the AIOC concerning 
compensation and declaring that the claims of both sides were can- 
celed. Mr. McGhee said that there should be something inserted 
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concerning turning over the refinery to the Dutch company which 
would then pay compensation to the AIOC. If this were not includ- 
ed, it would make it much more difficult for the British to accept. 
The Prime Minister was reluctant to include this in the agreement 
that there would also be a bilateral agreement between the Iranian 
Government and the Dutch company operating the refinery, and in 
this there would be given the assurance against nationalization for 
a certain period as well as the conditions on price, taxes, etc. The 
Prime Minister indicated that he had withdrawn his idea that the 
refining company might be exempt from taxes if they paid a higher 
price for the crude petroleum. Finally the Prime Minister said he 
would make a unilateral statement concerning the Board of Direc- 
tors of the NIOC and other purely internal matters. 

Mr. McGhee said that the United States wants to help in this 
question. They will try to meet Dr. Mossadegh’s requirements. 
They may not be able to meet all of them, but they will neverthe- 
less try to work out something acceptable to him. Mr. McGhee then 
inquired whether we should talk with Mr. Hassibi or not. The 
Prime Minister said he would talk with Mr. Hassibi and would 
then talk with us. He would also like to go into the question of pro- 
cedure as to how the matter would be handled. In reply to the 
question, he indicated he would be willing to talk further in this 
matter on the following day at 4:00 o’clock.* 

Mr. McGhee said that the Prime Minister had two alternatives 
before him. If he reached the agreement, he would have been suc- 
cessful in achieving his objectives; the British and American Gov- 
ernments would be satisfied that the matter had been handled le- 
gally; he would obtain the cooperation of the world petroleum in- 
dustry which would feel that everything had been done in a satis- 
factory manner; and he would have provided for Iran a revenue 
many times larger than anything that had ever been available 
before. He would have guaranteed his country against foreign in- 
terference and insured its independence. The United States would 
also sign the agreement and this would be an additional guaranty 
for Dr. Mossadegh that we would see that it was satisfactorily car- 
ried out. Dr. Mossadegh said this was indeed so. He desired to have 
the friendliest relations with the British Government because this 
was in the interest of Iran. Mr. McGhee then pointed out that if no 





*On Oct. 29, McGhee accompanied by Nitze again discussed the price of oil with 
Mosadeq, but they were unable to get the Prime Minister to agree on any price 
lower than $1.75 at the Persian Gulf. Mosadeq stated that any price lower than 
$1.75 would be unacceptable in Iran and further reiterated his opposition to exempt- 
ing the refinery from Iranian taxes. (Memorandum of conversation, Oct. 29, 
RRR 2553/10-2951) 
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agreement was reached, Dr. Mossadegh would find himself in a sit- 
uation where he would have no revenue from the petroleum indus- 
try which he would have great difficulty in operating; no one would 
want to come and buy his petroleum with threats of suits by the 
AIOC hanging over them; the world petroleum industry would be 
hostile to him, feeling he had treated them badly; and he would not 
be able to apply the immense revenue that could be supplied by the 
oil business to improve the condition of his country. The Prime 
Minister said he understood that and for this reason he was desir- 
ous of solving the whole question as quickly as possible. 





No. 119 
SRM 2553/ 10-9051 Telegram 


The Acting Secretary of State to the Embassy in the United 
Kingdom' 


TOP SECRET NIACT Wasninoton, October 30, 1951—8:19 p. m. 


2256. Substance fol shld be conveyed by Amb to Brit FonOff soon- 
est. 
1. With knowledge and consent of BritGov, US reps have held 
series talks with PriMin Mosadeq in endeavor formulate reasona- 
ble plan as basis for settlement of oil controversy which wid have 
chance of acceptance by him and Brit. In these discussions it has 
been made clear to Dr. Mosadeq that we were not negotiating and 
cld not negot on behalf of Brit interests, but that we hoped result 
might be development of a concrete proposal which wid be found 
acceptable by IranGov and BritGov. We have thus endeavored to 
obtain from him maximum concessions which wid make this possi- 
ble. The mutuality of interests which we have with Brit in this 
matter, and recognition of probable effects upon oil investments 
elsewhere, have strongly motivated our efforts. 

2. PriMin Mosadeq has indicated how far he wid be prepared to 
go with respect to several principal elements of problem, although 
it is understood that nothing that he has told us can be construed 
as a commitment until there is clear evidence that BritGov wid be 
prepared simultaneously to commit itself. In meantime it is imper- 
ative that substance of discussions between US reps and Dr. Mosa- 
deq be held in strictest secrecy. 





‘Drafted by Rountree and cleared by Bonbright, Linder, Nitze, and Matthews. Re- 
peated to Paris, eyes only for Secretary Acheson, and to Tehran, eyes only for Am- 
bassador Henderson 
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3. Brit shid understand that US has regretfully concluded, on 
basis of all evidence presently available, that no arrangement with 
IranGov is possible which wid entail return of AIOC to Iran in any 
form, or employment of Brit firm for operations in that country. 


taken with respect to other aspects of matter, but on this question 
there has been no flexibility. We are convinced that sit in Iran is 
such that present govt or any other govt cid not yield on this point. 
We are hopeful that if this conclusion is accepted by Brit, settle- 
ment can be reached and believe that suggested basis for settle- 
ment which we now put to Brit for consideration has much to com- 
mend it. 

4. Principal aspects of possible settlement relate to questions of 
management of industry in Iran; status of Abadan refinery; com- 


ties; and necessary arrangements in connection with sale of oil. 

5. Irans are convinced that they can, by employing fon experts in 
management and technical positions and fon oil co as consultant, 
effectively conduct operations within Iran relating to the produc- 
tion of oil. In conversation here, however, Irans apparently aware 
of the enormous difficulties inherent in their running complex re- 
finery. In discussions of this problem and also of problem of com- 
pensation arising out of nationalization of refinery, we have ex- 
plored possibility that Iran wid agree to exclude Abadan refinery 
from nationalization and permit AIOC to sell it to another fon co 
(preferably Dutch) which wid operate it. This suggestion is signifi- 
cant part of plan. It wid have advantage of eliminating question of 
compensation by IranGov for refiner, and assuring effective man- 
agement of refinery and control of products by responsible co. We 
believe, however, that Iran will not agree to sale of refinery to an- 
other Brit co or operation by another co as agent of Brit co, but 
may agree to ownership and operation by Dutch firm. No doubt ap- 
propriate arrangements cld be made between AIOC and Dutch firm 
for sale, which shid not be of concern to Irans. It is probable that 
Iran will insist that new firm not employ Brit technicians in Iran 
except perhaps in initial period of resumption of operations. 

6. Suggested basis for settlement contemplates that NIOC wid be 
directly responsible for all aspects of production of crude oil. Al- 
though we wid have preferred agency arrangement, we believe that 
arrangement which Irans prepared accept wid be workable. While 
Dr. Mosadeq wid not agree to inclusion of conditions for internal 
operation of NIOC in agreement it is believed he wid be prepared 
to give adequate unilateral assurance at time agreement is negoti- 
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ated, and make appropriate provision in NIOC statutes, upon fol 


Do naployed Ey NIOG. board of three Irans and four 
NIOC 


taken into account, and if AIOC permitted to sell refinery to an- 
other fon co, claims and counter claims of both parties relating to 
compensation for producing properties and other physical assets 
outside refinery will be offset against each other with no payments 


ation in relation to compensation is, of course, that AIOC wid con- 
tinue to receive major portion of Iran oil at prices which wid make 
it finan attractive to them. 

8. A primary concern in discussions with Irans has been that 
finan arrangements must be such as to make it profitable for AIOC 
to continue to buy large quantities of Iran oil over long period of 
time. Moreover arrangement must be such as not seriously to dislo- 
cate fabric of oil business throughout world. It is clear that Iran- 
Gov will not accept “sharing of profits” as such. This problem wid 
be considerably simplified if refinery sold to another fon co which 
wid operate it. Under the plan IranGov wid receive its revenue 
from the sale of crude oil and from an income tax in conformity 
with existing Iran law (approximately 55%) upon the profit or fee 
recd by the refinery operating co. It is proposed that Iran agree 
that the refinery tax will not be increased nor the refinery nation- 
alized during the term of agreement. Thus the price for which 
crude oil is to be sold to AIOC purchasing org for refinery and for 
export, and the amount of the refinery tax, wid be crux of finan 
terms vis-a-vis the IranGov. 

9. Based upon Persian Gulf value of crude oil at $1.75 per barrel, 
a contract price of sterling equivalent to something in vicinity of 
$1.10 to AIOC purchasing org shid, in the considered judgment of 
US, be low enough to provide AIOC incentive to purchase the 
quantities previously refined and sold as crude, and wid not destroy 
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the principle of 50-50 sharing of profits to detriment of existing ar- 
rangements in other oil producing countries. IranGov wid cover 
from proceeds at this price costs of production including necessary 
capital investments. We do not consider this price to be in excess of 
capital investments in production and pipelines, and payments to 
local govts. Agreement wid, of course, have to include forinula 
under which price paid to IranGov wia fluctuate in accordance 
wit! changes in internat! oil prices. It shid be made clear that 
Irans have not agreed to this price and that this will be most diffi- 
cult pt.? We consider it vital to other concessionary arrangements 
that the price established be in this gen order of magnitude. 

10. Arrangements between AIOC purchasing org and new refin- 
ery owner might provide for operating expenses plus a fixed fee. 
Under this arrangement IranGov wid receive through taxation an 
established percentage of whatever “refinery profit” is set by the 
AIOC and the operating co. 

11. Fol is outline of the elements of a settlement which, although 
it does not necessarily meet all of the present positions of either 
party, nevertheless, in our judgment, provides basis for settlement 
which might be found acceptable tc both parties: Begin Suggested 
Basis for Settlement: 


I. Management 

(a) The NIOC will be directly responsible for all aspects of explo- 
ration, production and transportation of crude oil in Iran and will 
make suitable arrangements to assure efficient operations in Iran. 

(b) Abadan refinery will be sold by AIOC (on terms to be deter- 
mined by AIOC and the buyer) to a non-Brit fon concern which will 
operate it. This concern will be permitted to employ fon techni- 
cians of its own nationality or other nationality mutually agreed by 
IranGov and operating co. The buyer will undertake to train Irans 
as rapidly as practicable to the end that Irans will in time fill tech- 
nical managerial posts up to the highest level. 

(c) New owner wil! operate the refinery on the basis of costs plus 
an established refinery peti dendiel sf rate Aina mpage * 
meee OS established in accordance with II (a) below. (See also II 
(c) below) 

(d) Kermanshah refinery, producing for internal Iran require- 
ments, will be owned and operated by NIOC. 


*Following the discussion on Oct. 29 (footnote 3, supra), McGhee met again with 
Mosadeq Oct. 30 to consider the price question further McGhee explained io detail 
the arrangements in Saudi Arabia and Kuwait, indicating that prices in those coun- 
tries were well below $1.75, but Mosadeq remained adamant in his insistence on the 
figure (Memorandum of conversation, Oct 30, SRA 2553/ 10-9051) 








ena 
sre if sf 
rk , i 
Gees & 

al 
ble i 
jul it 
EE uk 


i 
i 
f 
tir 
i! 


ir 
if 
4 
2. 
mt 
F 
: 
i 
| 


| 
| 


| 
| 
+n 
He 


LIL Prices 


(a) Purchasing org must be able to buy both crude oil 
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parties will agree upon a formula for equitable price adjustments 
at fi t intervals on the basis of changes in world oil prices. 

(b) Payments to NIOC for crude oil will be in sterling. 

ic) NIOC will bear the cost of production of crude oil including 
erry Fd refinery or tidewater. 

(d) will decide what ion of the proceeds of sales will, 
in addition to expenditures u normal cost figures for mainte- 
— : existing facilities, be invested to expand production of 


oil. 
(e) All refined products for export will be turned over by the re- 
finery company to the purchasing org under arrangements to be 
ON ee ae ee ee ee 
(f) It is recognized that Brit interests are enti to compensa- 
tion for the oil producing and other non-refi facilities, and that 
claims and counter claims have Leen made by Brit and Irans. 
In consideration of agreement between the two parties upon a new 
basis for conducting the Iran oil industry, for ownership and oper- 
ation of the Abadan refinery, and for the sale and marketing of 
Iran oil, the claims and counter claims of the parties with respect 
to compensation will by mutual agreement be cancelled. 
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requirements not now in the agreement and wid 
a Se Sas & atonag Cleverly ily the agreement as conceived, 
{b) Irenther will undertake not to nationalise the refinery for the 
tonsned formal acceptance by + he age | 
ic) upon two parties as 
basis for negot agreement, will commence shipments of oil 
one Geena new preees a Saeee. papes to bo Meee eitee- 
under formula proposed herein. In order to alleviate current 
finan problems of IranGov, AIOC will immed make advance 
mont of § ell pounds to ieantiov for ofl to be puschesed. Bad Sue 
gested Basis for Settlement 
12. While not specified in “Suggested Basis for Settlement,” fol 
wid be understood by both parties: 
(a) “Non-Brit fon concern” in para I (b) wid be Dutch, 
this not stated since di 10 ly will not have taken 


13. It is hoped that BritGov will give this matter most urgent 
consideration and inform us at earliest possible moment as to its 
reactions and view as to whether negot with IranGov might be con- 
ducted on foregoing basis. In this connection while it may be possi- 
ble to make some modifications in the plan to meet any particular 
pts which Brit might have, we are not hopeful that major conces- 
sions beyond those indicated can be obtained from Iran. 

14. It is proposed that if Brit advise us that plan wid be accepta- 
ble as principles under which negots can be resumed, we wid then 
seek Dr. Mosadeq’s tentative approval. He wid not be told of Brit 
concurrence, however, until after he has indicated his own approv- 
al. If he likewise approves (he may have to first seek authority 
from Tehran) and is prepared to accept a price figure agreeable to 
Brit, it is suggested that plan set forth in para 11 above be initialed 
simultaneously by Dr. Mosadeq and Brit Amb in Wash after which 
it is earnestly hoped that Brit negotiating mission will be sent to 
Wash within very few days to obtain agreement on practical steps 
required to carry out plan. We feel Brit will agree that negots in 








or UK wid be most advantageous. Dr. Mo 
he wid be prepared to stay here for such 
can take place in immed future. He is accom- 
including officials needed by him to conduct 
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not 
shid understand that while we are reasonably optimistic re 
chances of Irans «.ccepting other features of plan we are less opti- 
mistic re chance they will agree to price for crude oil sales outlined 
in para 9. At this time there is substantial gulf between minimum 
indicated by Irans and maximum which we believe feasible. We are 
hopeful that they wi:. come down, however, and our suggested solu- 
tion is based on the assumption that they will do so. 

You shid make it clear, in explaining details of proposal, that 
USGov does not wish Amer firms to serve either as consultants to 


earnestly hoped that there will be no leaks to press on any aspect 
of this proposal.‘ 





*At this point im the source teat the following sentence was deleted before trans 
mission “In discussing foregoing with BritGev you shid emphasize that US wid be 
gravely concerned over consequences of faslure to agree to of 
before PriMin Mossadegh returns te Iran — 


in asking the United States to persuade Mosadeq to remain in Washington with a 
view to negotiating on the basis of the US. proposals (Telegrams 2109, 2178, 2179, 
and 71%! from London, Oct. 31-Now. 3, 888.2553/ 10-3151 through 11-351) 
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No. 120 


(ontievene fic toe PDH CP 


Memorandum of Conversation, by the Secretary of State' 


SECRET Panis, November 4, 1951. 
British Ambassador to France, Sir Oliver Harvey 
Secretary Acheson 
Ambassador Bruce 

At this point, | raised «x= question of the proposed solution of the 
Iranian oil problem. 

Mr. Eden's view was that the proposal® was totally unacceptable 
to the British Government, that the matter was being considered 
today in a Cabinet meeting, and that probably we were going to be 
told that they were not going to accept it. 

At the outset of the discussion on Iran, | said the fundamental 
trouble between the US and UK Governments came from different 
appraisals of the facts from different reporting. I had tried to estab- 
lish with Mr. Morrison the principle that our Ambassadors would 
exchange views, if possible, coordinate their views, and, if they 
could not coordinate their views, copies of their reports would be 
available to the two foreign offices. | said that, although Mr. Morri- 
son had appeared to agree with this, it had never occurred. | asked 
Mr. Eden if he would issue instructions that it would now occur. 
Mr. Eden said that he would do so at once. On my expressing some 
skepticism about this, he said that it would occur. I think it is most 
important, therefore, that Ambassador Henderson should be re- 
quested to confer with Mr. Middleton and be prepared to repeat his 
reporting telegrams to us to Ambassador Gifford for transmission 
to the British Foreign Office. 

At the conclusion of our discussion of this subject, the question of 
the time factor arose. | said that I thought this should be divided 
into two aspects. 

The first one was the importance of our being informed at the 
earliest opportun .y—I thought that meant during the current 
week—as to whether the British Government would or would not 





*This conversation teok place on the night of New 4 For another account of this 
and the following discussions on Iran in Paris, see Anthony Eden, The Memoirs of 
Anthony Eden Full Circle (Boston, 196%), pp 717-225. Regarding the activities of 
Secretary Acheson in Parise and Rome during Nowember, see the editorial note in 
Foreign Relations, 1951, vol. m, Part |, p 1312, concerning the meetings of the three 
Western Forewn Ministers 

*Tranemitted in telegram 22°). supra 
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and a retention by Great Britain of the major elements of British 
interest; i.e., control, distribution, etc., of the oil. 

On price, he thought that we were destroying the 50-50 arrange- 

ments. It soon developed that he had no knowledge of this situa- 
tion. 
The only alternative which Mr. Eden proposed at any time in 
our discussions was that Mossadeq should be allowed to go back to 
Iran with no agreement and that this might have a healthy effect 
upon producing a more favorable offer frem him or some other gov- 
ernment. I said that such a view filled us with the greatest appre- 
hension and urged that we have further talks before the British 
came to such a conclusion. Our conclusion was that he would ask 
Lord Leathers and the Chancellor of the Exchequer to come to 
Paris to go into this whole matter with Mr. Linder and me before 
the British Cabinet reached a final conclusion. | said that I would 
be glad to meet with them at their convenience. 

At one point in the discussion, i said that if we were authorized 
by the British to make a proposal on a fair price, which was reject- 
ed by the Iranians, we then agreed with the British that we should 
break off and let Mr. Mossadeq go home.* 

Dean ACHESON 





‘Secretary Acheson reported on this conversation in Actel 4 from Parie Nov. 4 
(888.2553/11-551) The same day Webb took a copy of Actel 4 to President Truman, 
who expressed concern that the British did not appear ready to take the action 
which the United States believed was necessary. (Memorandum of a meeting with 
the President, Nov. 5; 888.2553/11-551) According to Eden's report to the Foreign 
Office, Secretary Acheson told the British Foreign Secretary about the US. concern 
that Iranian oil might fall into Soviet hands, repeated that the United States could 
not let Iran collapse, and stated that it would have to lend Iran money if no agree- 
ment were reached on oil. (British telegram 457 from Paris, Nov. 5. Tehran Embas- 
sy files, lot 59 F 17, 350 Iran) 


No. 121 
salt Le Telegram 


The Acting Secretary of State to the Secretary of State, at Paris' 


TOP SECRET Wasuinoton, November 5, 1951—8:12 p. m. 
PRIORITY 

2704. For the Secy (eyes only Secy, Harriman, Linder). Dept be- 
lieves position you took with Eden on Iran matter was excellent 
and hopeful it will have desired effect. We are most concerned re 





'Drafted by Ferguson and Rountree; cleared by Bonbright, Matthews, and 
McGhee; and repeated to Tehran and London, eyes only for the Ambassador 
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Brit attitude and even if we so desire expect difficulty persuading 
Mosadeg to remain here for longer than few days. Fol is Dept com- 
ment for such use as you care to make of it in further talks with 
Brit: 

1. While we most anxious not lose opportunity presented by Mo- 
sadeq's presence hese to find cobutlen, lhe ie of causes head Govt 
endl Enhaonal ciuaiion in feow totally cali team off diennte euch on 
Ay Ay dy Dy yh By Fe ey Understand he 


has given orders from here today authorizing declaration of mar- 
tial hey n city of Tehran in w recent Commie disorders. It is 


sion may be +. % known im 

3. US proposal is not hard and fast matter and permits latitude 
for negot. Question of exclusion of Brit technicians as opposed to 
company, for instance, is not contained in p | but was an at- 
tempt to interpret his attitude which you wil! recall Mosadeq ex- 
pressed at mtg with 3 hon ne mg thing is for us to know in 
what res proposa le to Brit so that we can, if we 
consider Brit position advance + e and it ible to do so, attempt 
to obtain modification of Iran position. Substantial delays by Brit 
in furmulating position on proposals or outright rejection without 
demonstrably good reasons therefore will certainly be interpreted 
by Mosadeg and in fact by all Irans as evidence Brit policy of refus- 
ing to nevot with Mosadeq while continuing pressures sufficient to 
cause his iall and appt Govt more amenable Brit position. This we 
fea: will have — effect to that Brit might anticipate, and 
that Mosadeq’s polit position wid be strengthened, anti-Brit senti- 
ment increased, and present Govt forced to take drastic course 
which wid seriously jeopardize Western interests. We cannot guar- 
antee that Brit tactics wid not succeed, but in our considered judg- 
~ oo it is probable that they wid fail and the risk is too great to 
take. 

4. In this connection, while we do not exclude ibility Mosa- 
deq may fall, we do not see how any IranGov whether ‘reasonable’ 
or not cld conclude any agreement which wid restore Brit oper- 
ation of Iran oil industry. Mosadeq, furthermore, back in Majlis 





*McGhee had seen Mosadeq during the day on Nov. 5 and indicated to him that 
while the initial reactions of the British were negative, he was awaiting a definitive 
reply to the U.S. proposal. Mosadeg told him that he was concerned about the situa. 
tion in Iran, believed that the top Iranian Communist leaders were in the pay of the 
AlOC, and felt that the British were delaying in order to put economic pressure on 
Iran and make it more compliant. (Memorandum of conversation, Nov. 5, 88*.2553 
11-551) 

"Secretary Acheson met with Mosadeqg on Oct. 24; a memorandum of the conver- 
sation is in file 888 .2553/10-2451 
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be possibly even stronger force than he is as PriMin and wid 
a0 Giese So Cistete Nagin ao Ns Gis Castng chestaees Als Canines Sat 


5. | event Brit refuse to discuss seriously or reject proposals US 
problems: 


ES 


will be confronted with fol difficult 
(a) US has up to now attempted to persuade US firms which 
have indicated interest in partici operations Iran oil in- 
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cult. 
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edly claim that he endeavored in will to bring about 
peeate bes Ges ESS vereite fo made by US 
Govt. Question wid arise as to what we wid say to Mosadeq 


in explanation that wid minimize reaction against 
UK ond to prem same time protect US position in matter vis-a-vis 


Iran and rest of world. 


6. Henderson has been requested take immed action with Brit 
Chargé on joint appraisal, but we UK will not delay decision 
= om : ne receipt of this report. Henderson is also 

as matter of urgency to give — from standpoint 
oh, effect on satisfacto settlement of oil dispute, of political situa- 
tion which would result from refusal of Brit to negotiate with Mo- 
sadeq while economic pressures continue.‘ 


Wess 





*On Nov. 6, the US. Delegation cabled that Secretary Acheson and Linder had 
seen Eden and had indicated “very strongly” the concern of the United States “that 
through inaction their part decision might be made’. Eden replied that he had no 
desire “to fade out of the negotiations” and indicated that Fergusson and Rowan 
would arrive on Nov. 7 with a full statement of the British position, presumably 
approved by the Cabinet. (Telegram 2694 from Paris; 88*8.2553/11-651) 


No. 122 
1-45) Telegram 


The Ambassador in Iran (Henderson) to the Secretary of State, at 
Paris' 


SECRET NIACT TeHRaNn, November 6, 1951—9 p. m. 


23. Fol is joint appraisal of certain aspects of Iran situation 
today, prepared by US and UK Embs.? 





‘Repeated to the Department and London; the source text is the copy repeated to 
the Department as telegram 1708 

2A more detailed and extensive appraisal of the Iranian situativn was transmitted 
on Nov. 20 in telegram 1869. (888.2553/11-2051) 
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1. We assume that the immediate, usual and overriding US-UK 
objective in Iran is to prevent that country from falling into Com- 
munist hands. 


Comment: If our assumption is rsuit of this objec- 
tive shld be the main prt by US and UK in Iran. it shid 


appear that attempts to maintain fon prestige and commercial in- 
terest, such as risking of profits from the Iran oil industry or main- 
taining 50-50 profit-sharing level in international oil concessions, 
might jeopardize the Len term attainment of this main US-UK ob- 
jective; such commercial interest wid, therefore, be secondary. It 
must be remembered that new element has been inserted in the 
Middle East situation. Sov propaganda and Communist organiza- 
tions are seeking to capture the leadership of nationalist move- 
ments. 

2. If the main US-UK objective is to be achieved it is essential 
that there shid be an honest and efficient govt in Iran with positive 
program of reform which wld weaken the appeal of Tudeh. 

3. Such govt must have funds; and the best source of income is 
from the country’s vast oil resources. 

Comment: The total income to the Iran Govt from the oil indus- 
try, under the recent AIOC arrangement, was over 40 percent of 
the total govt budgetary revenues. 

4. We believe that an oil concession, similar in concept to the 
1933 AIOC agreement, cannot endure in Iran. 

Comment: Iran nationalism is nized as force with which any 
govt will have to contend. We consider it impossible in the face of 
this force to eliminate from Iran the concept of nationalization or 
for any fon company to operate an oil concession in Iran. 

5. It may be possible for fon agent to run the Abadan oil refinery 
for management fee without arousing any great nationalist antago- 
nism. If this agent shld be of US or UK nationality it wid encoun- 
ter great difficulties « ving to admittedly irrational Iran suspicions 
and antagonisms. (In the US Emb view, these difficulties wid be 
almost insurmountable.) The Brit Emb is not convinced that Brit 
operating organization wid necessarily fail to win Iran acquies- 
cence. 

Comment: The emotional side of Iran nationalism will continue 
to represent an opportunity for extremist elements to win political 
strength. These emotions can be controlled, to some extent, by firm 
govt, since, in main, Irans respect forceful authority and may be 
expected to support efforts to run their oil industry. However, any 
agreement which allows any fon agent seemingly to disregard the 
basic concept of oil nationalization will be most precarious and will 
render any Iran Govt which recognizes its validity dangerously and 
continuously vulnerable to nationalist agitation. It is unnecessary 
to emphasize that no agreement with Iran can be expected to last 
unless it provides solid basis for muiual self-interest and goodwill. 

6. Both the US and UK Govts have financial interests which 
must receive serious consideration in any discussions of the oil dis- 
pute with Iran. 

Comment: Iran oil is vital factor in the Brit balance of payments. 
Its loss wid weaken the whole sterling position and might well 
affect the Brit rearmament effort. To this extent it is also matter 
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of concern to the US. US taxpayers might find themselves com- 
Saaee 5) supine) es cumeanee Temes San st She came Cae to 
pump money into Iran to replace revenues. 
nl fit bow bs roasting puted oh eqnemant ait ton Ores 
ve in oil agreement with Iran (Para 
6). Our basic assumed strategic objective (1) can, however, be at- 
tained by an arrangement which wid keep the Iran oil ind 
erative, revenue to the Iran Govt and sterling oil — & 
to the West, even at possible expense of secondary objectives.* 


HENDERSON 





—_——_ 


*On Nov. 7 Henderson reported that he and Middleton and their staffs had been 
discussing Iran and that his impression was that they both saw things in the same 
light subject to two differences. The British believed that Iranian nationalism was 
artifically stimulated rather than deep-seated; and they also believed there was a 
strong possibility that the Majlis or the Shah would oust Mosadeg if he returned 
from Washington without an agreement, while Henderson felt that Mosadeq would 
survive and might turn to the Communists for support. (Telegram 1730, 88®.2553/ 
11-751) 


No. 123 
RRR 2553/11-751 Telegram 
The Ambassador in Iran (Henderson) to the Secretary of State, at 
Paris' 
SECRET NIACT TEHRAN, November 7, 1951—noon. 


24. (1) Fol tel is in response to suggestions from Dept we tel our 
views re polit repercussions in Iran if Mosadeq shid return without 
agrmt. Brit Emb has been informed its contents. 

(2) If Mosadeq shid return from US without agrmt or making 
any progress which might promise agrmt, and if it wld be impres- 
sion failure was due to Brit unwillingness negot except on terms 
which wid result in reestablishment Brit co in Iran, indignation 
and anger against Brit wid in our opinion reach new heights. 
Unfair as it might seem, Iranian public in gen wid interpret ab- 
sence agrmt as additional evidence Brit trying to bring Iran to 
terms thru econ boycott or pressure. Unless US by word and deed 
wid indicate that despite lack agrmt it intended extend appreciable 
finan and econ aid to Iran, there wid be strengthening of already 
widely prevalent belief it was cooperating with UK in maintaining 
econ and tech blockade. Since UK wid not look kindly on extension 
any aid to Iran which wid assist latter in overcoming finan difficul- 





‘Transmitted in two sections and repeated to the Department and London; the 
source text is the copy transmitted to the Department as telegram 1710 
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ties,arising from absence oil revenues, US might find itself com- 
pelled to choose between deeply offending Brit or forfeiting such 
remnants of friendliness as still exist in Iran from great reservoir 
good will we possessed some five years ago. Such choice not easy 
since on one hand friendly Brit-US cooperation essential particu- 
larly in ME and on other deep-seated hostility towards US on part 
Iran wid promote success of those who want country to fall under 
Russian domination. It might take years patient effort to win back 
Iranian confidence in US and during those years much cld happen. 

(3) If Mosadeq returns without agrmt or some kind of assurance 
Iran wid be able obtain funds from US to meet budgetary and for- 
eign exchange needs, he will be subj considerable criticism for fail- 
ure his policy. During his absence his opponents have gathered cer- 
tain amount courage anu have again become somewhat articulate. 
With his political skill and demagoguery, Mosadeq wid probably be 
able, however, to suppress such a position as might exist in Majlis 
unless (a) shid be deserted by some his nationalistic and leftist sup- 
porters or (b) US and UK Embs as well as Shah shid intervene by 
carrying on energetic campaign against him. He might, however, 
even in face foreign and royal intervention be able squelch opposi- 
tion in Majlis by threats of violence or by actual violence. We 
doubt that he will resign voluntarily at time when resignation wid 
be construed as admission failure. More probably he will stay on 
unless Shah .. . decides to take difficult task of removing him and 
succeeds in doing so. Unless Mosadeg resigns or is removed immed 
after return, it may become almost impossible dislodge him. He 
will so rig elections which are taking place very soon (all elections 
are rigged to considerable extent in Iran) as to eliminate his most 
dangerous Majlis opponents and to form alliance with kindred na- 
tionalist elements and with Tudeh. 

(4) Even replacement of Mosadeg by Prime Minister more friend- 
ly towards Brit at this time will not solve oil prob. New Prime Min- 
ister wid not dare take position which wid tenu confirm charges 
certain to be made against him he merely another Brit stooge. He 
wid be compelled therefore lear over backward in dealing with oil 
prob. We do not see how any Prime Minister in near future cld 
conclude oil agrmt which wid enable Brit oil co to return to Iran. 
Even if such agrmt shid be concluded and forced through Majlis, 
activities of co wid be under such heavy polit attack that its activi- 
ties wid be hampered. So long as it continued te operate, it wid be 
target for Commie and anti-West propaganda. We do not believe it 
cld last very long. 

(5) We do not wish be alarmist in outlining what eventual conse- 
quences might be if no agrmt reached with Brit and no aid coming 
from US to replace absence oil revenues. Altho Iran as agric coun- 
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try has considerable econ resilience it has little finan flexibility. 80 
percent its budget is composed of salaries, pensions, etc. When 
money runs out in four or five months govt will not be able pay 
armed forces, police, or civ personnel. In our opinion, Iran nat! feel- 
ings being as they are, public more likely turn toward communism 
than to insist on what it wid consider as submission to western 
econ imperialism. It is quite possible Iran wid fall victim to inter- 
natl communism without any overt intervention on part Russia. 

(6) Not believed nec here stress effect on free world loss of Iran. 
Internat! Communists with their experience and tactics shld find 
little difficulty in exterminating some 5 to 15 percent population 
which might oppose program and in organizing remainder as agric, 
industrial and mil serfs, process cld be much faster than in more 
advanced countries eastern Eur. 

In comparatively short time strong and relatively eff Iran army 
cld be organized eager to engage in adventures in ME. Altho army 
wid not be first class it wild render def ME extremely difficult. 
Mere existence militarily strong Commie Iran wid have disruptive 
and demoralizing influence in this whole area. 

(7) In our opinion stakes so high US and UK cannot afford to 
take chances by haggling too much over questions of profit making, 
50-50 basis oil concessions, local prestige, etc. If new Brit Govt wid 
enter negots at once in spirit genuine goodwill prepared to make 
wide concessions and with full understanding no Brit firm at least 
in near future, again to operate in Iran oil industry, and if it 
should be able come to agrmt on generous basis, in our opinion Brit 
prestige in Iran wid soar rather than suffer; and friends of West 
wid again be able come to fore. US and Brit might then coop in 
relief prog and might even be able convert Iran with all its weak- 
nesses into free world bastion of respectable strength. Altho latter 
goal might not be fully attained US and UK might at least be able 
to retain position in Iran which wid facilitate their def other coun- 
tries ME. 

(8) If in spite Brit willingness negot on generous basis including 
no return Brit companies to Iran soil and if Mosadeq shid still 
refuse come to agrmt, it is believed that it wid be much easier for 
patriots and friends of West in Iran to coalesce in bringing about 
his removal and installing a govt which wid be prepared to come to 
understanding with Brit. 

(9) In case no agrmt reached between UK and Iran US might be 
able thru finan measures help keep Iran econ and pol alive for con- 
siderable period. Unless however Iran's revenues from oil can be 
appreciably restored, country’s econ dependence on US will be so 
complete that morale will suffer and resentment against West incl 
US for keeping it in what it will consider as pauper status will be 
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sure grow. In fact we believe Iran pride wid not permit it to contin- 
ue to depend on US charity for its existence over protracted period. 
HENDERSON 


No. 124 
AeA 28 11-75) Telegram 


The Secretary of State to the Department of State 


TOP SECRET NIACT Paris, November 7, 1951—midnight. 
Actel 8. Eyes only Matthews, Nitze, McGhee. For McGhee, Nitze 

from Linder. Meeting at British residence attended by Eden, Flett, 

Rowan, Fergusson, Acheson, Harriman, Gifford, Perkins, Linder. 

1. Fergusson led off with statement fair compensation must be 
obtained in order protect their assets in other areas. Iranian 
counter claims without merit and if admitted would have serious 
repercussions other places. However, compensation might be 
waived on a clear and demonstrable 50-50 arrangement and an as- 
sured supply of oil. Their opinion neither is met. 

2. AIOC unwilling buy oil on a cost plus basis since refiner would 
have no incentive control costs and would be under constant pres- 
sure increase expenditures for amenities. 

3. They object in principle to a fixed price rather than profit 
sharing bui would accept former if free oil were provided as com- 
pensation. 

4. Stated Dutch would be unwilling to run refinery because (a) 
they would require some measure control over crude production to 
insure that suitable types of crude produced, (b) there are not suffi- 
cient technicians when US and UK nationals are excluded, (c) neu- 
trals on board give no assurance since they would be appointed by 
Iran. 

5. Rowan followed referring to crisis in UK and Chancellor stand 
fight inflation internally. Measures announced today represent 
only a beginning. If UK is weak in respect Iran all confidence will 
be lost and effect on their invisible earnings will be catastrophic. 
Oil is important but their position in the Middle East is vital. In 
Iran they are faced with a finite loss to which they can reconcile 
themselves but to make a bad agreement (which you by now have 
gathered they think our proposal is) would expose them to an incal- 
culable risk. His specific points were: 


a. Effect in other places of exclusion of Britishers. 

b. No comrensation which can be waived only if clear and de- 
monstrable 50-50 arrangement. 

c. No assurance that oil will be produced. 
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© ocemeeaaas Sy Sane 

e. It would be very harmful to their prestige with other govern- 

ments if it were known that UK would even consider negotiations 

oe Final thet there still considerable divergence politi- 
- Finally NI is ; . — 

cal appraisals. 


6. There followed a lengthy and fruitless discussion as to whether 
our proposal did in fact deviate substantially from the 50-50. 

7. Eden then made his proposal that we should urge US compa- 
nies to join them, in order to work out a joint Anglo-Amer deal 
with Iran. He stated that we were partners in the whole of the ME 
and this should be no exception. His analysis of the situation had 
persuaded him that the Iranians had succeeded in driving a wedge 
between us and in playing us off against each other. 

Secretary replied that the real wedge was our differing political 
appraisal of the situation. Naturally we would give most serious 
consideration to their proposal but warned that there were gravest 
dangers inherent in it. He feared violent adverse public reaction in 
UK. Moreover, he thought the Iranians would also believe they had 
been tricked by us. It was agreed by Eden that were we to consider 
this favorably they would of course extend the invitation to which 
the Secretary added the Iranians would have to do likewise. 

Eden again stated we were partners in the entire ME and of 
course it would just be too bad if we supported Mosadeq. He added 
that Churchill very much liked the idea that we should join them. 

As indicative of their attitude at this point, Fergusson remarked 
that only the Brit and Amers could make it possible for Mosadeq to 
obtain the fruits of his oil. There was no indication that any weight 
whatever had been given to the joint appraisal from Tehran. ' 

The conclusion which appears inescapable is that while they 
have endeavored to rationalize their rejection of our proposal, even 
had we been able to close at a price appreciably below $1.10 (which 
of course we are far from having in hand) they would be disin- 
clined to meet our time limits and probably would continue to en- 
deavor to avoid negotiation. We believe they are perfectly prepared 
to continue to take all the risks of doing nothing—having in mind 
the possibility, no matter how remote, of drawing us in. Nor should 
one omit from consideration the difficult political situation in 
which the new government would find itself when having attacked 
the weakness of the old, it makes under this Prime Minister an ar- 
rangement which may be interpreted as more appeasement. Either 
one discounts completely their sincerity or one must accept the 
strong indication which we have had that they really believe that 





'Presumably that transmitted in Document 122 
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to yield in Iran is to write vitally important chapter in the decline 
of the UK. 

The Secretary has read this cable and concurs in the report. 
ACHESON 


No. 125 


ek 2558 11-76 Telegram 


The Acting Secretary of State to the Secretary of State, at Paris' 


TOP SECRET Wasnincton, November 8, 1951—1:12 p. m. 


Telac 13. For the Secretary (eyes only Sec, Harriman, Linder). 
Fol are Dept’s flash reactions to Actel 8* and present Iran situa- 
tion: 

(1) Altho Dept will await final word from Sec, which is expected 
before 5:00 p. m. Washington time, as to whether or not Mosadeq 
shid be encouraged to stay in Washington longer, it is «med 
answer will be negative. In that case Dept wid recommend auvising 
Dr. Mosadeq that conversations with Brit similar to those conduct- 
ed with him have failed to reveal sufficient area of agreement 
which wid result in an understanding being reached during short 
time he cld remain in Washington. We therefore cannot urge him 
to delay his return to Iran. He has indicated that unless we ask 
him to stay he will announce tonight his departure on the 15th. We 
wid seek to avoid any expression of blame for breakdown of negots, 
pointing out that problems remaining seem to be management of 
the industry in Iran, compensation to Brit interests, and price of 
oil. We wid discreetly point out that his own positions in the 
matter have contributed to failure to reach agreement. 

(2) Dept concurs with your reaction to Brit suggestion of partici- 
pation by American companies which from standpoint of ownership 
it is assumed wid be limited to refinery altho it cld include partici- 
pation as consultants to NIOC in remaining oil operation. For rea- 
sons that the Sec stated, we believe this suggestion shid not in any 
way be linked to our present initiative, but that we shid give con- 
sideration to it only after being invited to do so by both Brit and 
Irans. In addition to adverse political reaction in UK and Iran, we 
doubt that participation by US companies wid make Brit compa- 
nies any more palatable to Iran, and indeed might be construed 





‘Drafted by McGhee and cleared by the Executive Secretariat, the Policy Plan 
ning Staff, the Office of the Deputy Under Secretary, and the Bureau of European 
Affair. 


‘Supra 
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mere device to reimpose Brit company on Iran. Believe US compa- 
nies wid be disinclined to enter such difficult and complicated pic- 
ture when they have access to adequate oil reserves elsewhere. 

(3) Dept reaction is against any suggestion that US companies 
purchase oil on interim basis from Iran in absence of agreement 
with Brit. It is felt such action wid constitute only temporary palli- 
ative to Iran situation, which wid not be worth the afront to Brit 
public opinion and weakening of Brit position which wid be in- 
volved. It wid in addition constitute our sanction of purchases 
under conditions which we wid, in the absence of a new agreement, 
call confiscation as a result of unilateral Iran action. Moreover it 
not clear that difficult legal question re ownership of oil wid not be 
pressed by AIOC. 

(4) Dept is acutely aware, however, of grave consequences of the 
US neither (1) using full weight of its position vis-a-vis Brit to get 
them to agree to proposal which we consider reasonable and which 
from purely financial point of view is as good as they may ever get 
even though it does not meet Brit prestige and internal political 
problems; nor (2) taking direct steps to help Iran avert imminent 
collapse of its economy. If it becomes clear that Brit do not wish to 
negotiate with Mosadeq under any reasonable conditions problem 
is accentuated by fact that US Govt has, as is known, taken posi- 
tive steps to prevent certain American oil interests and cooperative 
organizations from negotiating with Iran. This connection, public 
and Congressional reaction to our standing aside and risking the 
loss or dismemberment of Iran shid be carefully weighed. 

(5) Preliminary Dept views are that US shid as minimum advise 
Brit that if they do not proceed with negots US Govt may be com- 
pelled render such economic assistance as it has at its disposal, in- 
cluding economic and military aid under the MSP and Ex-Ilm Bank 
loans, to assist Iran even in absence of solution to oil problem. This 
connection, lrans have requested permission to talk to Ex-Im Bank. 
In addition they will, when breakdown of talks is revealed to them, 
request short term economic assistance to prevent collapse. Dept 
wid appreciate expression of Sec’s opinion as to whether or not con- 
sideration shid be given to Ex-lm Bank loan or short term financial 
assistance. In meantime our position of keeping Ex-Im Bank loan 
open but “dragging our feet” on its implementation will be main- 
tained. 


Wess 
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No. 126 


we Teed |) Wel 


Memorandum of Conversation, by Colonel Vernon Walters’ 


SECRET Wasnincton, November 9, 1951. 
Present. Prime Minister Mossadegh 

Assistant Secretary McGhee 

Mr. Paul Nitze 

Lt. Col. Walters 


Mr. McGhee opened the conversation by stating that he under- 
stood Dr. Mossadegh had been very busy. He had seen Col. Walters 
4 times that day.? Mr. McGhee then asked whether Dr. Mossadegh 
had talked to Mr. Gaston of the Export-Import Bank.’ Dr. Mossa- 
degh said that he had and indicated that the interview had been a 
satisfactory one. He said that he was having the competent persons 
from his group contact Mr. Gaston on Tuesday. 

Mr. McGhee then indicated that we had been sounding out the 
British simultaneous with the Iranians to see whether we could 
arrive at a basis for making concrete proposals. These soundings 
had indicated that the positions of the two parties were so far 
apart that we did not think that, in the limited time the Prime 
Minister could stay in Washington, it would be possible to close the 
gap between them. Mr. McGhee said that we regretted our inabil- 
ity to close this gap, but that it arose from his position on several 
points. The British regarded his refusal to accept British techni- 
cians now as a retrograde step from his previous position of will- 
ingness to accept them. On the question of price, there were also 
difficulties. We did not feel that we could recommend a price which 
we knew would not make the oil competitive. Likewise, on adminis- 
trative arrangements and British participation, there was a great 
deal of difference between his position and that of the British. The 
matter of compensation to be worked out properly, likewise would 
require a great deal of negotiation. We were sorry to lose the op- 
portunity of being able to talk to him personally here, but we felt 





'The meeting took place at 6.30 p m. on Nov. * at the Shoreham Hotel 

*Mosadeq saw Walters alone at 9 and 11.50 a m., at the meeting with Gaston re 
ferred to in footnote 3 below, and at the meeting with Mctihee described in this 
memorandum. Records of the firet two meetings with Walters are in file 888 2558 
11-851 

“Gaston and Mosadeq met on Nov. 9, presumably between the meeting with Wal- 
ters at 11.30 a m. and the one with Mctihee at 6.50 pm. and discussed the Export. 
Import Bank loan to Iran. Gaston told Mosadeq that the Bank wanted an official 
indication that Iran accepted the lean (Memorandum of conversation, Nov &, 
MRR 2553/11-851) 
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that, at the present juncture with his position being what it was, 
we did not feel it was sufficient to bridge the gap to the British po 
sition. 

Dr. Mossadegh replied that he had thought that other matters 
might be worked out, leaving price for the end, because agreement 
without price was not an agreement. Likewise, if no agreement 
were reached on the other matters, there would equally be no 
agreement. He said that the Iranians had been willing to keep the 
British technicians until the British had compelled them to expel 
British technicians. No one in Iran would be willing to have them 
back. He said that he had tried to be reasonable but that the Brit- 
ish did to want to negotiate with him. They wanted time for eco 
nomic pressures to make themselves felt. This was a grave error on 
their part. His Government would not be succeeded by a govern- 
ment more amenable to British desires but by a government more 
amenable to the Soviet Union. Dr. Mossadegh indicated that as far 
as he was concerned, the breakdown at this point ended possiblity 
of further negotiations with the British. The people supported him 
and would never yield to British economic pressures. He said that 
pressure on his government would never persuade it to change its 
position. The probabilitses were that we would have to do in Iran 
what we had already done in Korea. Mr. Nitze said that while we 
were fighting in Korea in defense of freedom, there had been ap 
plied to us the pressure of the cutoff of Iranian oil. Dr. Mossadegh 
said that all we had to do was to come and get the oil, and there 
would be no cutoff of it. All the Iranians asked was for us to come 
in and help them run the oil business. Mr. Nitze pointed out that 
the oil was not needed in the United States, but by the former con- 
sumers. The Prime Minister said he had always been willing to fur- 
nish the former consumers. He said that he had tried not to be un- 
reasonable, that the petroleum had been nationalized in order to 
prevent the Russians [rom getting a foothold in the North. 

Mr. McGhee indicated that he did not see any advantage in 
hashing the thing over and trying to fix blame. Perhaps in the 
future, Dr. Mossadegh might think of something that would permit 
re-opening negotiations. After all, the primary responsibility for 
this lay with the British and the Iranians, as the dispute was be- 
tween them, but we would always be glad to offer our good offices. 
The Prime Minister replied that if an agreement had not been 
reached here, it was because the British did not want one, and 
there could never be a settlement directly between the British and 
the Iranians. That is why they had hoped for United States inter- 
vention in the matter. He said that the United States Government 
did not want to irritate the British. This, he could understand, but 
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nevertheless, he felt that world peace should take priority over this 
feeling, and world peace was endangered by the situation in Iran. 

Dr. Mossadegh said that it was his duty to take every step he 
could and make every effort in the critical situation in which his 
country found itself. On the following day, he would write the 
President a letter asking for help. He recalled the President's ex- 
pressed desire to see Iran’s independence maintained. This could be 
done in one of two ways, either by achieving a settlement, or by 
helping Iran temporarily. In his letter, he would ask the President 
to help Iran by an advance—not a gift—to meet current operating 
expenses of the government. Mr. McGhee pointed out that this was 
rather difficult as Congress was not in session at the present time. 
Dr. Mossadegh said he would not want to go into the procedure of 
this matter. The President had certain flexibility in foreign aid 
funds. He could either accept the Iranian request or refuse it, but 
for the record and for history and his conscience, he must make 
this appeal, because only in this way could the President's ex- 
pressed desire f - the preservation of Iran's independence be 
achieved. Mr. Mctshee asked whether the Prime Minister had any 
idea of the amount or wished to discuss the question. The Prime 
Minister said that he was thinking in terms of $10 million a 
month, or $120 million for one year. He was not asking for a grant; 
it was a loan which he intended to repay and he would guarantee 
the first revenue from oil in payment of this loan. 

Mr. McGhee asked whether this could be done through conversa- 
tion instead of by letter. The Prime Minister said he must write 
the letter. He would transmit it through Mr. McGhee. Mr. McGhee 
then asked if he could see Dr. Mossadegh on the following day. The 
Prime Minister said he could. He would write the letter and show 
it to Mr. McGhee on the following day at 5:30 p. m.* 

The Prime Mirister then spoke of the question of lubricants on 
which he had made a request. He then asked for Mr. McGhee's 
help in this matter. Mr. McGhee said he would talk to the proper 
people on the following day. 

The Prime Minister then spoke of his intention to draw $8 mil- 
lion from the International Monetary Fund. They had accepted the 
application and all he wanted was help in speeding the availability 





*The record of Mosadeq's conversation with McGhee on Nov. 9 does not indicate 
anything further about this letter being shown to McGhee. A copy of the letter, 
dated Nov. 9, in which Mosadeq reviewed the Iranian position on the oil dispute 
since the nationalization law, accused the British of procrastinating on a settlement, 
and asked President Truman for immediate financial assistance to ease the econom- 
ic crisis in Iran, is in file 888.2553/11-951. A memorandum of Mosadeq’s conversa- 
tion with McGhee on Nov. 9, which records the details of the Prime Minister's prep 
arations for leaving Washington, is in file 88%.2553/11-951 
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of the funds. Mr. McGhee indicated that he was sorry to see Iran 
withdraw this amount as it was a cushion and symbol of Iran's 
actual participation in the IMF. He then told the Prime Minister 
that the new Administrator of the Point IV program in Iran had 
been sworn in that day. The Prime Minister said he was seeing 
him the following morning at 10:00 a. m.° 

Mr. McGhee expressed our earnest regret that we would not be 
able to help in solving this problem. Dr. Mossadezh said he too re- 
gretted it, but that if we could help him over the present difficul- 
ties, perhaps in two or three months the British would repent and 
the Iranians would repent and then they might be able to work out 
something. He said that he was most grateful to the United States 
and to Mr. McGhee for all they had done to try and help in attain- 
ing a solution. The United States had acted in a completely disin- 
terested fashion with its only interest being preservation of peace 
and security. This he would say publicly and he would likewise say 
it in writing. He would also tell this to the people in Iran when he 
returned. He reiterated his gratitude to the United States several 
times. The Prime Minister then indicated that he would make his 
speech before the National Press Club on the 13th and leave for 
Iran on the 15th of November. He hoped that he would have some 
answer to his letter to the President by then.® 





‘William E. Warne, Point IV Administrator for Iran, talked with Mosadeq on 
Nov. 9 and indicated that $28 million was available for projects in Iran. Mosadeq 
showed considerable interest in this and asked that Warne write him a letter in 
forming him that this appropriation had been voted and that the funds were avail. 


able. (Memorandum of conversation, Nov. % 888 .2553/11-951) 
*The substance of this memorandum of conversation was transmitted to Secretary 
Acheson in Paris in Telac 21, Nov. 9, 7:22 p.m. (S88 2553/11-951 
No. 127 


lelegra 


The Ambassador in France (Bruce) to the Department of State 


TOP SECRET Paris, November 9, 1951—1 a. m. 

2743. Eyes only Matthews, Nitze, McGhee, from Linder for 
McGhee. Fol is entirely informal memorandum handed us by Eden 
at mtg evening November &.' This was in response to our Secy’s 
request made preceding evening for an outline of their minimum 
requirements. 





'No further record of this meeting has been found in Department of State files 
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“The following principles taken as a whole represent in our opin- 
ion the minimum requirements which must be satisfied in any set- 
tlement of the Persian dispute. We believed that they are fully con- 
sistent with the acceptance by His Majesty's Govt of the gen princi- 
ple of nationalization and that they are in fact the conditions upon 
which any oil company wid need to be satisfied before undertaking 
any responsibility for running any forte of the Persian oil meng 
or contracting to buy — market e quantities of Persian o 


and without the coo tion of the ail companies Persia pol 
hope to derive any su tantial benefit from her oil. 
Principle 1. 


There must be fair compensation for loss caused by the “nation- 
alization” of concessionary rights and properties to be agreed be- 
tween the two parties or, in default, settled by arbitration. 


Justification. 
The amount of compensation cannot be settled unilaterally. It 
must be between the parties, or if agmt is not possible, set- 


tled by independent arbitration acceptable to both parties or by the 
Internat! Court of Justice. 

Unless the principle of leaving the question of compensation to 
be settled by some independent judicial authority is accepted, no 
Brit (or Amer) interest in foreign countries is safeguarded against 
breach of contract, and there is no possibility of encouraging for- 
eign investment in backward countries to save them from Commu- 
nism, which is as much as objective of Amer as it is of Brit policy. 
Principle 11. 

It is not enough when nationalization occurs that there shid be 
acceptance of the principle of fair compensation. As Mr. Harriman 
publicly stated, there must also be security for effective means of 
paying compensation. 

Justification. 

In the case of Persian oil, compensation can only be paid if their 
oil industry is maintained at about its present scale and in effect in 
the form of oil. This requires:— 


(i) That there shid be efficient management of the oil fields 
and refinery and effective coordination between the two; 

(ii) That some company having world-wide markets shid be 
prepared as a commercial proposition to rely over a period of 
time upon Persian oil instead of other countries oil for supply- 
ing those markets. 


No company with world-wide markets can possibly afford to 
commit itself to rely on Persian oil unless the persons responsible 
for managing the oil fields and refinery are, in the opinion of the 
company:— 


(aa) Properly qualified. 

(bb) Guaranteed adequate powers. To ensure that the oil will 
be forthcoming at the right time in the right quantity and 
quality and at an econ price. 
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It is not enough that Persia shid agree to appoint a number or 
Company: The seutrale ar the majority of the board cout be reople 
neutrals or the majority of the board must be people 
in = wn any rwmyare running the refinery or committing itself 
for the marketing of Persian oils (whether crude or refined) have 
confidence. Such companies must also have confidence that these 
people will have adequate powers guaranteed to them for the car- 
rying out of their responsibilities. 
Principle IIL. 


Persia shid not by reason of her unilateral expropriation AIOC 
secure, over-all, a more favorable return from her oil than other 
concessionary govts who have respected their coritracts. 

Comment. 

Subject to the establishment of fair and effective compensation 
(in the form of free oil) and of efficient management of the Persian 
Oil Industry (both crude and refined products) on which effective 
compensation depends, it seems possible to consider a scheme 
under which Persia secured more than 50 percent of the profits 
arising out of the remainder of her oil production. 

This possibility, however, is a matter on which His Majesty's 
Govt cld not commit AIOC or any other oil company. 

Principle IV. 

His Majesty's Govt cannot undertake to negotiate on a basis in- 
volving the exclusion of its own nations from any country. 

Justification. 

Even if we accept the Amer view that it is important to maintain 
Mosadeq in power and that so long as he is in power AIOC cannot 
as such operate in Persia, we must at least insist that in practice, 
as well as in form, neither Brit concerns nor Brit subjs shid be ex- 
cluded from [the oil industry by the ?) foreigners who will have to 
help Persia to run its oil industry. 

Any other principles will be fatal to any foreign investment in 
any country, since no company operating anywhere wid have any 
security whatsoever. 

Furthermore, no Brit Govt cld secure the acceptance by Parlia- 
ment by any other principle.” 


BRUCE 
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No. 128 
S88 2553/11-951 Telegram 


The Acting Secretary of State to the Secretary of State, at Paris' 


TOP SECRET NIACT WASHINGTON, November 9, 1951—9:23 p. m. 


2837. Eyes only Secy, Harriman, Perkins, Linder. Fol is Dept’s 
evaluation present Iran situation, together with recommendations. 
If you concur it is intended that recommendations will be cleared 
with Secs of Defense and Interior and put to the Pres for his ap- 
proval. 

Present breakdown US endeavor obtain UK-Iran agreement 
upon basis for settlement oil controversy has produced situation 
which Dept feels must be faced squarely if major catastrophe in 
Iran is to be averted. If Mosadeq leaves Wash with no basis of set- 
tlement and without proposal to him which might lead to resump- 
tion of negots it is believed highly unlikely that any subsequent 
action cld bring about negots between his Govt and Brit. Mosadeq 
has himself stated this. Mutual distrust between him and Brit is 
such that only through US good offices, and possibly in US where 
Mosadeg is protected from influence of Tehran polit pressures and 
violence, does any possibility exist. 

If Mosadeq shid feel that his last chance uf negotiating with Brit 
has been lost he will, in his Press Club speech scheduled Nov 14 
and in other statements both here and in Iran, inevitably launch 
into strong attacks against Brit. According to our and Henderson's 
evaluation (Tehran's 1748 of Nov 9 rptd Paris as 37?) bitter denun- 
ciation of Brit, coupled with his SC victory, will at least for 
moment increase his popularity in Iran and prolong his ability to 
stay in power until time when econ collapse is probable or inevita- 
ble. Even if Mosadeq shid be replaced by Qavam, whose strength 
appears to have increased in Mosadeq’s absence, it is unlikely that 
Qavam cid, in face of present anti-Brit sentiment which Mosadeq 
wid continue to stimulate, make satisfactory oil agreement in short 
period of time remaining before collapse occurs. 

Brit view appears to be that with collapse of Mosadeq Govt there 
is strong possibility of successor who will make reasonable oil 
agreement, and that this is sufficient to justify inherent risks of 
this course which they themselves must recognize. We cannot avoid 
conclusion that, notwithstanding Brit statements to us that they 
consider maintenance of Iran independence paramount objective 





'Drafted by McGhee and Rountree and cleared by Matthews, Bohlen, Nitze, 


Thorp, and Bonbright 
2Not printed 
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our joint pol in that country, they are prepared to gamble very 
heavily upon loss of Iran rather than negotiate with Mosadeq. 
While fully recognizing importance of maintaining highest possible 
level Brit prestige in ME, and recognizing importance to US-UK re- 
lations of rendering to Brit all possible support, we must consider 
how far we are prepared to go in risking loss of Iran by remaining 
aloof while Brit continue to pursue tactics which might well lead to 
catastrophe. 

If IranGov is led to believe that Brit will negotiate only on basis 
which wid be unacceptable to vast majority of Iran people, no Iran 
leader cld undertake responsibility for yielding to Brit demands, re- 
gardless of econ consequences in country. In absence of outside 
econ assistance or of possibility of some sales of oii, there wid be 
only two alternatives: either to face econ collapse and probability 
takeover by Commies, or to turn to Sov Union and satellites for fi- 
nancial assistance and for help in running oil industry and dispos- 
ing of its products. Thus, regardless of what IranGov is in power, 
only ways in which loss of Iran can be averted appear to be (a) 
agreement with Brit, (b) arrangements for Iran sale of oil in ab- 
sence of such agreement, or (c) outside econ assistance. If there are 
no hopes left to IranGov that any of these forthcoming, they might 
well turn to Sovs in very near future. While we believe Mosadeq 
anxious avoid such course, and is himself sincere anticommunist, 
his inherent recklessness might well lead him to do so if alterna- 
tive appears to him to be capitulation to Brit. We must consider as 
a matter of urgency course we will take in the attainment of fun- 
damental objective of saving Iran. Of above alternative we wid not 
wish resort to (b) for reasons stated Deptel 2704 Nov 5.° Believe we 
shld not approve but indeed shld discourage Amer cos purchasing 
oil which has been acquired by IranGov through unilateral action 
and the legal status of which is questionable. Purchases by groups 
not under control of US and UK Govts and cos wid possibly be ade- 
quate to assure Irans sufficient income to support IranGov and 
economy. We are therefore left alternatives of attempting to per- 
suade Brit to negotiate with Iran and/or of ourselves rendering 
econ assistance to Iran on sufficient scale to permit continued oper- 
ation of govt and maintenance of economy on minimum basis until 
oil revenues can be resumed. These are not unrelated alternatives 
since it is recognized that Brit wid deeply resent our extending as- 
sistance which wid have effect of reducing econ pressures now on 
Iran, and indication that US wid extend such assistance wid have 
important effect on Brit decision as to whether or not they will 
resume negots. Moreover, extension of US assistance on scale re- 





*Document 121 











IRAN, 1951 277 


quired wid induce cumulative pressure by Amer public and Con- 
gress against Brit to reach agreement with [rans even though all 
Brit principles mentioned Paris Embtel 2743, Nov 9,* may not be 
achieved. 

On other hand, extension of aid would be used as lever against 
Iran to assure reasonable attitude re settlement. Since US assist- 
ance wid be on month to month basis, it wid provide significant 
basis for influence over pol of lranGov. 

If Brit insist on pursuing their present tactics we do not see how 
US can sit idly by and run risk of losing Iran, when cost of not 
more than $10 million per month as proposed by Irans is within 
our means and is smal! in comparison with $2 billion which has 
been expended in pol of containment in Greece and Turkey. 

Study of Brit principles in Paris Embtel 2743 reveals no impor- 
tant objective consistent with realities of Iran situation which we 
believe cannot be achieved in some form or another except return 
of Brit co to Iran. It is difficult to see how this in itself can be suffi- 
ciently important principle to Brit, in light of financial and other 
benefits to their economy and to world which can accrue from ar- 
rangements we believe Irans now prepared to accept, to justify Brit 
taking risk they seem prepared to take of loss of Iran. Strongly be- 
lieve this is not sufficiently important objective for us to back Brit 
in this risky course. 

In light foregoing evaluation Dept recommends for ur consider- 
ation fol course: 


(1) That Sec advise Brit of very great importance which we 
attach to their resumption of negot with Mosadeq and request that 
they put forward to us while Mosadeq still in Wash specific 
counter-proposals which we wid take up with Mosadegq for purpose 
seeking agreement prior to his departure. For success such counter- 
proposals must be within realities of Iran situation and it is hoped 
wid be along genera! lines of our suggested basis of settlement 
except for (a) ision for non-discrimination against Brit techni- 
cians in Iran; (b) maximum price which Brit believe they cld afford 
to pay for oil; and ‘c) creation of UK-US-Dutch firm to operate 
Abadan refinery. While Brit may be reluctant put specific points as 
their own counter-proposals, we wid be — endeavor to 
obtain additional concessions from M if we were assured 
that basis of settlement wid then be acceptable to Brit. 

(2) That Sec advise Brit that rather than risk economic collapse 
of Iran and its possible loss to free world, US proposes if it becomes 
necessary and at appropriate time to go forward with such econ as- 
sistance to Iran on temporary basis as is required to assure contin- 
ued functioning of IranGov, regardless of what govt is in power so 
long as it is dedicated to continued independence of Iran. Brit wid 
be assured, however, thai such assistance wid, to greatest extent 
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ible, be used as lever to influence IranGov to assume reasona- 

le attitude re settlement of oil issue. Aid wid be in such quantities 

as to reduce rather than to relieve consequences of loss of oil reve- 
nues. 

(3) That Sec advise Brit that US anxious develop and refine full 
US-UK partnership in ME. Iran is at present only place in area 
where there is we Ati divergence of views between our two 
govts. While we feel it of paramount importance that settlement 
with lranGov be reached, we wid be prepared and indeed anxious 
immed consult with Brit to assure that any such settlement will 
not be used in other ME countries to exploit situation brought 
about by exigencies of Iran problem. 

(4) That Sec in again urging Brit to make possible resumption of 
negots with Mosadeg, point out difficulties which wld be involved 
in their failing to make every conceivable effort to reach settle- 
ment. These include such problems as Congressional and public re- 
action to continuation of supply from US sources of petroleum to 
meet deficit created by loss of Iran production and extension US 
financial aid to meet losses imposed upon Brit econ. Realize these 
factors must be put to Brit most discreetly and in terms which cid 
not be interpreted as threat 

(5) That Dept immed tormulate pians for implementation of such 
econ assistance to Iran on loan basis to be repaid from oil revenues 
of IranGov when they have been resumed. Source of such funds, at 
least initially, might be from $24 million appropriated in MSP fer 
technical and econ assistance to Iran, and additionally from trans- 
fers from other programs 


Wess 
No. 129 
The Secretary of State to the Department of State’ 
TOP SECRET NIACT Paris, November 10), 1951—7 p. m. 


2808. Eyes only McGhee, Matthews, Nitze, from Secretary via 
Linder to McGhee. In the light of my talks with the Brit in Paris, 
on Iran, I think that the attitude of the present govt in England 
toward Iran is different from or at any rate clearer than that of its 
predecessor. It is certainly different from the first assumption of 
the joint appraisal from Tehran, dated Nov 6,° and from some of 
the statements made in Wash’s 2837 of Nov 9.° This attitude ex- 
tends all through the govt from the Prime Minister to the civil 
servants. It starts from Churchill with the roar of a wounded lion, 
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becomes more articulate with Eden, as he rermembers twitting the 
Laborites for weakness during the campaign, and is fully rationa- 
lized by the civil servants, as fols: 

Brit stands on the verge of bankruptcy, as the Chancellor last 
week told the House. Despite the ravages of wars and post-war pe- 
riods, Brit still retained important overseas interests and the invis- 
ible items in her balance of payments are of overwhelming impor- 
tance to her. Without them she cannot survive. Mosadeq’s seizure 
of the AIOC properties and concessions were a serious blow. But 
they were a loss which Brit can stand. Refining capacity can be 
built elsewhere. Iranian oil is not essential, and, with firm support 
from her friends, Brit can recover from this blow 

But Brit cannot recover from the course of action which wid de- 
stroy the last vestige of confidence in Brit power and in the pound 
If it shld be believed abroad that Brit wid acquiesce in the despolia- 
tion of Iran and even cooperate to make that despoliatior profita- 
ble to the Iranians, she wid have no properties left withic a few 
months—and, indeed the same wid happen to all Western invest- 


ments 

Therefore, in my judgment, the cardinal purpose of Brit policy is 
not to prevent Iran from going Commie; the cardinal point is to 
preserve what they believe to be the last remaining bulwark of Brit 
solveacy, that is, their overseas investment and property position 


As one of the Brit said to me, “what these people believe is that, if 
your appraisal of the Iranian situation is correct, then the choice 
before you is whether Iran goes Commie, or Brit goes bankrupt. I 
hope you wid agree that the former is the lesser evil’. Therefore, 
they will accept no settlement by which (a) it cannot be plainly 
shown to everyone that Mosadeg has not profited over rulers who 
abide by their contracts, or (b) by which Britain is humiliated and 
discriminated against. It is for this reason that it is impossible to 
induce the Brit to accept the exclusion of Brit companies and Brit 
citizens in favor of a Dutch operation. It wid be like asking us to 
step aside in favor of Guatemala 

It is for this reason that they attach so much importance to the 
suggestion that Amer interests shid participate in some solution 
This, | am sure, is based upon two points: (1) That our participation 
in any settlement wid raise the prestige of the settlement and the 
participants; and (2) that the introduction of an Amer company 
into the situation wid prevent any action being taken except what 
our and the Brit oil companies wid regard as in their interest. The 
Brit do not believe that Iran is close to disaster. They believe its 
standards are so low that it will take a long time dying. And, 
therefore, they are prepared to take risks which we think very 
reckless, partly because they do not believe that the risk is very 
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great, and partly because they do not believe that the danger 
risked is as great as the danger invited by taking a conciliatory 
action now 

These attitudes are very firmly held, and, in my judgment, there 
is not the faintest possibility of getting the Brit by any sort of argu- 
ment to change their attitude during the few days when Mosadeg 
remains in New York. Indeed, | beliewe that their main purpose 
now is to leave us without any bargaining material until Mosadeg 
gets away. Amb Gifford was told by Mr. Eden after our last confer- 
ence that just before it “the old man’ had telephoned him and told 
him not to yield an inch 

For another reason, also, it is impossible to alter the Brit atti- 
tude quickly. The new ministers are depressing!y out of touch with 
the world of 1951, and they are being advised by the same officials 
who have allowed the govt to follow the AIOC meekly into disaster 
Of course, these officials continue the same arguments and the 
same analyses. The ministers admit that they know nothing about 
the facts and must rely on the officials 

The circle is complete. The only thing which is added to the 
Labor party attitude is a certain truculent braggadocio. They have 
not been returned to office to complete the dissolution of the 
empire 

In one respect I think both the Dept and Mosadeq misconceive 
the Brit attitude. It is not merely that they believe that by not 
dealing with Mosadeq and by allowing Iran to suffer the conse- 
quences of its actions, a new govt may be installed which wid give 
them a better agreement. It is that they wid not, as presently ad 
vised, make the agreement as proposed with any govt whether Mo 
sadeg or his successor 

Therefore, | do not see any purpose in my attempting to get out 
of Eden some counter-proposals within the next three days. I know 
that they will not be forthcoming 

Harriman and | are to see Eden on Tuesday evening.* He is 
speaking in the UN on Tuesday. We shal! talk with him very 
frankly. We have already indicated to him that the inability to 
reach a settlement wil! raise the very questions which the Dept 
now raises. We will tell him that we propose to recommend some 
supporting action. | propose to point out that he is putting respon 
sible Amer officials in an impossible position And I hope in 
due course we can make some impression, but we cannot do it in 
three days, and there is no use trying. It will only make matters 
worse and they are bad enough already. If, indeed, it is the last 
chance, then we must face that 


*Nov 
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We believe, as a last extremity we shid help the Govt of Iran. It 
shid, however, not be done now; and before it is done, it shid be 
thought over thoroughly and freely with the Brit, and we shid 
delay for 2 time sufficient to allow existing circumstances to oper- 
ate to the detriment of Mosadeq provided such delay does not im- 
peril too seriously [Iran's orientation to the West 

| ACHESON | 


No. 130 
+ Te seg ar 


The Secretary of State to the Department of State 


TOP SECRET PRIORITY Paris, November 14, 1951—3 p. m 


2862. Eyes only for Acting Secretary Webb for such distribution 
as directed by him from Acheson 

Conversation re Iranian oil dispute 

Participants: Secretary Acheson, Ambassador Bruce, Ambassador 
Harriman, Mr. Eden, Sir Pierson Dixon, Mr. Shuckburgh 

The fol is a full summary rather than a detailed report of a long 
and frank talk last night between the above persons 

The US quandary was first stated in this way 

Neither Eden nor Churchill had, nor cld be expected to have, 
personal knowledge of all technicai and intricate business and po- 
litical factors leading to final judgment. For that matter, neither 
did Harriman and Acheson, though they had been perhaps in- 
volved longer in the matter. Therefore, reliance necessarily was 
placed on advisors. From the US point of view, this meant that 
British judgments were formed by advice of the very men who had 
led British policy into the present trouble. When we were asked to 
support the British, we were asked to do exactly what these men 
recommended. It was impossible for us to accept such a position 

Thus, one important, if not essential, element was to get a fresh 
point of view on the British side, against which to test our political 
and economic judgments. It was suggested that Eden might find it 
useful to ask Lord Brand and Dennis Maris, or persons of compara- 
ble standing and experience who had worked with us, to review the 
sitn both in London and Washington as quickly as possible. Mr 
Eden asked whether Lord Leathers shid do th's, adding that he was 
largely responsible for present British governmental position. We 
said that it was up to Mr. Eden whom to select, but that we were 
stalemated going around the present circle 
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The second aspect of the talks related to substance of policies 
Here we had the familiar debate 

The British claimed that, if we had supported them, events wid 
have been different and their policy wid have been shown to be 
right; whereas, now we claimed that they were proved wrong be- 
cause our lack of support created the very sitn which we pointed to 
as proof. We thought that the history of the AIOC troubles in Iran, 
compared to the relatively happy sitn of all other companies in all 
other countries, was answer to this view 

We then asked whether the British had any specific policy, 
except to boycott Mosadeg, hoping for his fall. What specific pro- 
posals wid they expect a successor govt to accept’ For instance, we 
were absolutely convinced that AIOC cid not return; were they? 
Eden was not so convinced and believed contrary possible, but did 
not give the impression that policy wid be fixed upon this point 

We then said that our present belief was that in a period of be- 
tween one and two months, if nothing happened, disintegration in 
Iran wid reach a point where, without financial help, the govt wid 
collapse. We could not accept responsibility of denying financial 
help and bringing this about. At some point we wid have to act and 
we cid foresee the consequences of our act might be to create great 
bitterness in Anglo-American relations. Were we al! warranted in 
taking these terrible risks, and for what purpose’ 

It was quite possible, indeed probable, that no deal could be 
made with Mosadeg, but that had to be demonstrated and not as- 
sumed. Negots were essential in order to show in Iran that accepta- 
ble alternatives to Mosadeq's position were available. This was not 
being done. The British argued that their advices were that negots 
with Mosadeg strengthened him, while our advice was that it wid 
weaken him. We agreed to this conflict of views, pointing out that 
the fundamental purpose was to strengthen the Shah and that the 
Shah and his advisers, who had everything at stake, believed our 
view the sounder one 

Eden then mentioned the message regarding talk which Garner 
of the World Bank had with Mosadeg, reported in a separate tele- 
gram.’ 

At this point a long telegram was brought to Eden containing a 
proposed statement at question time in the House of Commons 
today. While he did not read the statement to us, Eden told us 


Telegram 2853 from Parmw, New 14, reported that Garner had suggested interim 
eration of Iranian oi! properties by an agency established by the World Bank with 
the Bank acting as trustee and dividing the proceeds of its operation between the 
British and Iramans avd holding a third share mm trust pending settlement of the 
dispute Eden had expressed interest in thie proposal and said he would discuss it 


with hes government (888 25535/11-145] 
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enough of it, including the fact that it contained the four principles 
read to us last week* and with which Linder is familiar, to make 
us realize that it was very bad indeed. Eden thought so himself and 
said that he wid try to stop the statement and wid advise that 
nothing be said unless something was required as a result of Mosa- 
deq s speech 

The upshot of the whole matter is about as fols 

1. Eden, I beliewe, understands how impossible it is to look for 
our “support” in the way he had been demanding 

2. He understands that in a matter of weeks we may determine 
unilaterally to give financial aid to Iran, and he sees the difficul- 
ties that this will produce 

3. I think that he is beginning to see, although | wid not bet 
much on this, that the British position must meve, and move in the 
direction of specific proposals. He may refuse to make these to Mo 
sadeq, but understands that he must make them at once to any 
successor 

4. I believe he has much interest in the World Bank suggestion, 
as a means both for tiding over the great predicaments of the 
present and furnishing a bridge into a future settlement 


| ACHESON | 


*See Document Iv” 


No. 131 


Editorial Note 


Following their conversation on November * (see Document 126), 
McGhee and Mosadeg talked further on November 13 and twice on 
both November 15 and !17. During these conversations McGhee pro 
posed various solutions to the oi! question, including the possibility 
of an Anglo-Dutch-American consortium and a World Bank trust- 
eeship of the Abadan refinery, but none of the plans was satisfac- 
tory to Mosadeq. The Iranian Prime Minister insisted on a Persian 
Gulf price of $1.75 per barrel, while McGhee repeated that such in- 
sistence precluded any settlement 

At their second meeting on November 15 Mctihee also delivered 
President Truman's interim reply to Mosadeq’s request (see foot- 
note 4, Document 126) for economic assistance, which stated that 
the request was being considered and a further reply would be 
forthcoming 

Memoranda of the five conversations tetween McGhee and Mosa- 
deq are in file 888.2553/8-1051. No copy of President Truman's in- 
terim reply has been found in Department of State files, but it is 
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described in the memoranda of conversation for November 15 and 
17, referred to above 


No. 132 


The Acting Secretary of State to the Secretary of State, at Paris’ 


TOP SECRET Wasnincton, November 20, 1951—2:51 p. m 
PRIORITY 

Telac 40. Dept is in complete agreement with Secy's views con- 
tained Actel 16 Nov 17," has been guided by the principles stated 
im recent actions and is making future plans accordingly. Dept de- 
clined give Mosadeg itr he requested re MSP assistance and Pres's 
ltr stated his request for financial assistance “wid be considered in 
accordance with our well-known desire to assist the people of 
Iran”.* Recent responsible US editorial comment has been against 
Mosadeq and aid to him on grounds that he has through his intran- 
sigence made it impossible find basis for agreement On his 
departure Mosadeq was advised by McGhee to accept Pres's ltr that 
“careful consideration” wid be given at face value and not inter- 
pret too optimistically in view difficulty explaining to US people 
and Cong why we shid extend large scale aid to Iran which cid bv 
own actions make possible income of $150-$200 million a year 

We agree that if it becomes necessary render Iran budgetary as- 
sistance every effort shid be made avoid Mosadeqs making polit 
capital therefrom. On other hand, while it wid be most difficult 
reach settlement of oi! dispute while Mosadeq remains in power, 
we do not think it impossible and since we may have no alterna- 
tive, wish avoid closing door completely. Mosadeq appeared to be in 
negotiating mood in Wash up to point where he became convinced 
Brit were not willing to negotiate with him. There is some evidence 
that he and his staff were moved even on question of price. We be- 
lieve we must be prepared, rather than permit economic collapse in 





'Drafted by Ferguson and Rountree and cleared by Linder. Bonbright. Matthews 
and Nitze. Repeated to Tehran and London 

"In Actel 16 Secretary Acheson stated his belief that « was “of vital mmportance 
to make clear that any aid by the United States was given te the Shah and Iranian 
people The United States should indicate that its concern was for the Shah and his 
people and not for Mosadeq Since any further negotiations would probably be han 
died in Tehran, Acheson also deemed «t “important te build Henderson up (88% 10 
11-1751) 

*Regarding the exchange of Jetters between Mosadeq and President Truman. Nov 
9 and 15, see footnote 4, Document 126 and supra 
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Iran, to go forward with some form of assistance even if Mosadeg is 
still in power. 

Present thinking is that decision budgetary aid shld be made in 
principle but not finalized for time being pending clarification polit 
situation in Iran fol Mosadeq’s return. This connection, IranGov's 
recent withdrawal some $8.5 million from IMF shld prevent dan- 
gerous financial crisis for another month or two. 

Since Mosadeg has requested assistance in form of loan agree we 
shld not render it on grant basis, particularly in view use to which 
it will be put. Aid of this type wld require a number of firm com- 
mitments on part of IranGov, and Majlis approval probably will be 
necessary regardless of whether it grant or loan. 

We are in full agreement with Secy’s views re further negots in 
Tehran. Dept considering advisability of sending, at appropriate 
time, technical expert on oil question to assist Henderson on tem- 
porary basis. Wid appreciate Henderson's views this matter. 

We also agree any such aid shid be in response appeal by Shah 
and shld be used to maximum extent possible to support Shah and 
increase his prestige in eyes Iran people.* 

Wess 





*On Nov. 21 Ambassador Henderson reported his full concurrence with the views 
expressed in this telegram, but stated his belief that sending a technical expert 
should be delayed until there were specific tasks for him. (Telegram 1#97; ®8&.10/ 
11-2151) 


No. 133 
“88 10/11-205! Telegram 


The Acting Secretary of State to the Embassy in the United 
Kingdom ' 


TOP SECRET WASHINGTON, November 23, 1951—11:58 a. m. 

2642. Definitive reply to Mosadeq’s recent request (urtel 2432 
Nov 20?) for direct financial assistance will not be made for some 
time if at all. While Dept position not yet final it is unlikely assist- 
ance of this type will be granted unless and until it becomes clear 
such aid is essential to preserve Iran for free world and preferably 
to govt more cooperative with us and more realistic on oil issue 





‘Drafted by Ferguson and cleared by Bonbright, Thorp, and Matthews. Repeated 
to Paris and Tehran. 

2In telegram 2432 Ambassador Gifford asked for information on the form and 
scope of aid for Iran that was then under consideration in Washington, emphasizing 
the bad impression which any policy that seemed to perpetuate Mosadeq's regime 
would create in the United Kingdom. (888.10/11-2051) 
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than present govt. In any event no more aid wid be granted than 
bare minimum to keep IranGov going so pressure to settle oil dis- 
pute wid not be relieved. Dept has given no encouragement to 
Irans that aid will be forthcoming, however, Irans apparently have 
deliberately misconstrued courteous language of Pres’s reply to Mo- 
sadeq to create impression he is not returning empty-handed and 
possibly to force US hand. We are trying to correct this impression. 

We contemplate proceeding with aid programs under MSA. 
These include mil assistance in neighborhood $34 million and econ 
aid of Pt Four type with some econ development projects in 
amount of $23,050,000. These programs have been discussed with 
Brit here and in Tehran who have put forth no objections. Only re- 
quest of Amb Shepherd in Tehran was that econ aid not be granted 
in lump sum and this is, of course, not contemplated. Exim Bank 
loan has been discussed with Mosadeq’s del by Bank but Irans have 
uot been encouraged to expect immediate action since they have 
not yet met previously stated requireme:its for implementation 
loan. 

Shid it be found necessary to render Iran budgetary support of 
type requested by Mosadeg, Brit will of course be informed in ad- 
vance and be given every chance to express their views. 

Dept has no particular desire support Mosadeg regime since Dept 
believes he has by his own actions taken his country down road to 
disaster. Dept is of opinion however that both in proposals made 
through Ala in Sept and in recent discussions here he moved some 
distance from earlier attitude and that while agreement with him 
wid be extraordinarily difficult, it is not impossible. Brit did not, 
however, make counter proposals to objectionable points in Dept 
suggested basis for settlement and Mosadeq returned to Tehran~ 
convinced that Brit had no intention of ever dealing with him. 
While we understand Brit position, fact remains Brit must share 
some responsibility with the Irans for impasse we have now 
reached. 


Wess 
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No. 134 
SSS 10011-2851 Telegram 


The Acting Secretary of State to the Embassy in Iran' 


SECRET WASHINGTON, November 28, 1951—6:39 p. m. 


1102. FYI during latter part of Mosadeq’s stay in Wash, he recd 
Garner Vice Pres IBRD for gen conversation at suggestion of Pak 
Amb. During course of conversation Garner informally discussed 
possible participation of Bank in temporary solution oil dispute. 
Basis of Bank participation wid be full agreement by both parties 
as to conditions. Before proceeding he requested reaction of Brit 
Govt to his proposals and was told they cld not be given before Mo- 
sadeq’s departure. Garner consulted Dept who encouraged him, and 
Walter Levy, for technical advise, but was nct able to proceed fur- 
ther with Mosadeq. Subsequent to Mosadeq’s departure Brit have 
expressed some interest and matter therefore has been pursued 
since that time by Garner with Brit reps here. 

Briefly, proposal is (1) Bank to make suitable arrangements for 
operation of oil fields and refineries by either an Amer or Dutch 
but not a Brit group. In event Amer group selected it wid prefer- 
ably be a small group rather than a major producer. 

(2) Petroleum to be sold FOB Abadan through normal internat] 
channels, i.e. Brit channels although this pt not specified in conver- 
sations with Mosadeg. 

(3) Oil to be sold at a discount with Bank considering discount of 
33% percent as working hypothesis, proceeds from sale after dis- 
count to be split 50-50 between Bank and IranGov. Bank’s 50 per- 
cent wid be used to pay operating expenses and any advances it 
had to make for working and other capital required to resume op- 
eration, balance to be held for payment as compensation if and 
when agreement reached on this pt. 50 percent available to Irans 
wld be free of all charges. 

While Dept has encouraged Bank to proceed in this matter, it 
has serious doubts that proposal in present form will be acceptable 
to both parties, or to US. Garner has not yet run up against par- 
ticular problems in dealing with either Brits or Irans which have 
so far blocked all US efforts. Furthermore, there appear to be some 
specific pts in proposals which we doubt cld be agreed upon: 

a) Brit wid not accept exclusion from oil fields and refinery; 


b) 33% ge discount in Dept’s opinion wid make price Iran 
oil too high to be competitive and wld exceed 50-50 formula. Most 





‘Drafted by Ferguson. Repeated to London and Rome, the latter for Secretary 
Acheson who was there to attend the Eighth Session of the North Atlantic Council. 
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unlikely Brit wid accept such a price. Dept in conversations with 
Mosadeg had in mind 40-45 percent discount; and wid be most re- 
luctant to see any less because of adverse impact on other conces- 
sions. 

c) It is difficult to see Mosadeq accepting ments whereb 
Irans wid receive only 50 percent of proceeds of sale of Iran oil, 
amounting to only 58 cents a barrel after discount. 


Plan is still in prelim stages and Bank is in process of refining it. 
After this is done, Bank contemplates submitting it to both Brit 
and Irans stating Bank’s willingness advance funds required get 
Iran oil industry going if proposal acceptable to both parties. While 
encouraging Garner to proceed with his proposal, Dept has cau- 
tioned him regarding reactions elsewhere if Iran receives more fa- 
vorable terms than other oil producing countries and of dangers in- 
volved in permitting IBRD to become involved in internat! oil busi- 
ness on permanent basis or becoming an agency to which other 
concession-holding countries might look for more favorable conces- 
sion arrangements. Participation of Bank shld be clearly on tempo- 
rary basis only.” 

WEBB 





*Garner had flown to Rome on Nov. 26 to discuss possible IBRD participation in 
the Iranian oil industry with Linder. The proposal he made was similar to that out- 
lined in this telegram and apparently had been drafted by Garner as early as Nov. 
16 for the IBRD Board. Linder reported this to Secretary Acheson in a memoran- 
dum dated Nov. 28 and transmitted a report on the conversation to the Department 
on the same day. Copies of the memorandum to Acheson and telegram 2391 from 
Rome are in file 888.2553/11-2851. For two other accounts of the participation of the 
World Bank in the efforts to achieve a settlement of the oil question, see Edward S. 
Mason and Robert Asher, The World Bank Since Bretton Woods (Washington, 
Brookings Institute, 1973), pp. 595 ff. and Press Release No. 285 of the International 
Bank for Reconstruction and Development, dated Apr. 3, 1952, and its attachment 
entitled “Review of the International Bank's Negotiations concerning the Iranian 
Oil Problem.” A copy of the press release is in file 888.2553/4-352 





No. 135 
7R8.13/11-2851: Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY TEHRAN, November 28, 1951—7 p. m. 

1985. 1. During conversation which I had yesterday with FM I 
said I wid like pay my respects to Mosadeq at his convenience. 
Later in day FM set appointment this morning. Mosadeq recd me 





‘Transmitted in two sections; repeated to London. 
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in cordial manner and our conversation lasted for approx two 
hours. 

2. Mosadeg said in his opinion US officials had done everything 
possible while he was in US to bring about agreement. Brit howev- 
er, seemed to remain aloof. He was under impression Brit pre- 
ferred that if any agreement shid be reached it shid not be thru 
intermediation of US or with him. In view present Brit attitude he 
was beginning to wonder whether any agreement between Iran and 
UK re oil wid be possible. In meantime Iran financial situation de- 
teriorating govt cld not continue indefinitely without funds from 
some source to support 70,000 idle workers in oil fields. He won- 
dered what wid be my opinion as to advisability of suggesting 
amendment to oil nationalization law which wid permit Iran to sell 
oil to any interested country rather than merely to former custom- 
ers. He had reason to believe that Iran cid sell fairly large quanti- 
ties oil at once to such countries as Czechoslovakia, China and Ar- 
gentina. Shid it not do so in view its urgent need for funds? I said 
if Iran had opportunity to sell oil to countries other than old cus- 
tomers and desired to do so, I did not think it would be appropriate 
for me to raise objections. Nevertheless, I thought it only fair to 
point out that if Iran shid sell oil to Communist China at time 
when that country was engaging in hostilities against UN, Iran 
wld at once forfeit sympathy of Amer public and of most peoples of 
free world. Furthermore, altho it might be possible sell oil to coun- 
tries like Czechoslovakia for short period, it was not likely that 
such countries wid be dependable customers because there cld be 
no natural trade relations of importance between them and Iran. 
What cld these countries, for instance, over a long period give to 
Iran in exchange for oil? It would be wiser for Iran to concentrate 
on endeavors to retain its old customers with whom natural trade 
channels existed, rather than to try to create unnatural trade ties. 
Mosadeg indicated that he wld drop, at least for time being, idea of 
proposing such an amendment. 

3. I asked Mosadeq whether, during his various conversations in 
US, any plans had been submitted to him which, in his opinion, 
might offer avenue for solution oil problem. Mosadeq replied only 
suggestion which seemed to him to offer even slight hope was 
project for Internat]! Bank to make loan and to take over oper- 
ations. He said that during conversations re Internat! Bank, only 
unsolved problem, so far as he was concerned, was that of amount 
to be paid for oil. He in general was impressed by various proposals 
made by reps of bank, but found that they had no assurances that 
former customers would be willing pay prices for oil which wid 
leave enough to cover bank’s expenses and give Iran share which 
country had right to expect. He had thought Internat! Bank wid 
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discuss this matter further with Brit and wid approach him again. 
Nothing further, however, had been heard from bank. He was still 
hoping that something cld be worked out by bank which wld be 
agrveable both to Iran and UK. He saw no other hope just now for 
agreement. During our conversation he indicated he might agree to 
plan whereby oil wid be sold thru Internat! Bank to former cus- 
tomers at Gulf price, X percent of proceeds to be retained by com- 
pany to pay off loan and services, and X percent to be retained by 
bank in special fund to be used for paying compensation when 
eventually, an agreement cld be reached between AIOC and the 
Iran Govt. He gave impression he wid be willing to have Internat! 
Bank in conjunction with NIOC set up company for employment 
foreign and Iran experts to exploit oil fields and manage refinery. 
Said he cld not agree, however, to any Brit oil experts being em- 
ployed in Iran. When I indicated that such attitude was not condu- 
cive to settlement he said it unnecessary stipulate that no Brit ex- 
perts wid be employed; nevertheless, he did not like idea that Brit 
nationals again be connected with Iran oil operations, even as indi- 
viduals. 

4. 1 did not argue with Mosadeg or attempt to obtain more pre- 
cise ideas his present thinking, since I thought it preferable not to 
undertake to discuss in absence of instructions any proposition 
which International Bank may have made or which it may contem- 
plate making. So far as I can see, however, only solution which 
seems to offer any hope just now rests with Int] Bank. I assume 
Intl Bank is having discussions with Brit. | wid appreciate any info 
which Dept might be at liberty to pass on to me as to whether or 
not Int! Bank still interested in matter. 

5. During our talk Mosadeq told me that Amer officials in Wash, 
in discussing possibility of budgetary aid to Iran, had said that US 
Congress might well take view that Iran, instead of asking US for 
such aid, shld try to come to some arrangement with the Brit 
whereby its urgent financial needs might be met through oil reve- 
nues. I said it seemed to me that official in question was merely 
trying to be fair to Mosadeg in informing him what attitude of Con- 
gress was likely to be. I added it wid be unfortunate if he shld have 
impression that granting of budgetary aid to Iran by US wid be 
easy at time when US public was inclined to believe Iran wid not 
need such aid if it wld come to an agrmt with Brit re oil. I said 
that judging from attitude Amer press State Dept wid meet with 
considerable opposition in US if it shld undertake to extend budget- 
ary aid to Iran in present conditions. That was one reason why it 
seemed so important that Iran leave no stone unturned in its ef- 
forts to find some way of restoring its oil revenues. I indicated that 
I saw no hope of restoration of these oil revenues in immed future 
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except under some plan which wid be acceptable to Brit. He 
seemed to take my frankness in good part. 
HENDERSON 


No. 136 
ws Mist’ : 4 Tetegran 


The Ambassador in Iran (Henderson) to the Department of State 


TOP SECRET TeHRAN, December 14, 1951—7 p. m. 
NIACT 

2199. 1. Have just spent more than 2% hours frustrating and de- 
pressing conv with Mosadeg, most of which devoted to subj ex- 
change ltrs re aid. Embtels 2118, December 9 and 2193 of December 
14.! 

Conv was at times tense, at times lightened by humorous or 
semi-humorous comments. There were of course considerable Mosa- 
deqian repetition, backtracking, and evasiveness. Net result was 
complete failure niy part persuade him agree to exchange ltrs. He 
expressed willingness however, if I shid insist, to submit my Itr as 
it stands or amended to Majlis which he was sure wid be hostile to 
suggested exchange. Majlis cld then direct him as to answer. 

2. I explained to him that members Cong had insisted on incorp 
Sec 5lla in act, in order to satisfy their constituents that expendi- 
ture of US tax payers money authorized in act wld be in interest 
internat! peace and security. This sec provided that US must have 
certain assurances from countries receiving aid of character con- 
templated for Iran, in order to be able to continue such aid after 
January 7, 1952. I said my primary purpose in seeing him today 
was to endeavor arrange exchange ltrs which wid furnish US with 
required assurances. In my opinion giving of these assurances by 
Iran wid not constitute any departure Iran’s internal or fon poli- 
cies but wid merely rep confirmation of policies already being pur- 
sued by Iran. I thereupon handed Mosadcq suggested drafts of Itrs 
and Persian translations. After carefully reading two ltrs he said 
Iran cld not possibly agree to them since their exchange wid rep 
treaty alliance. In any event exchange of this kind must go to 
Majlis. Endeavor persuade Majlis to agree to such exchange wid be 
sure to result in destruction such popularity as US still enjoyed in 
Iran. Majlis wid never consent to promise for any amount of money 





'Telegram 2118 transmitted suggested texts of exchange letters concerning Sec- 
tion 511 assurances, while telegram 2193 reported certain changes in the suggested 
texts. (788.5 MSP/12-951 and 12-1451) 
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that Iran wid join US in case of war between US and countries 
behind Iron Curtain. 

3. 1 did my utmost persuade Mosadeg that no alliance was sug- 
gested; that exchange this kind cld be effected without depriving 
Iran its freedom action in time either war or peace; that by agree- 
ing to such exchange Iran would not be committing itself any fur- 
ther than it had already done when it signed Charter UN. After 
arguing over my letter point by point, Mosadeg finally concentrat- 
ed his opposition upon phrase “defensive strength of the free 
world”. He said “free world” had become term which was univer- 
sally understood to mean those countries not belonging to Sov bloc. 
This meaning was accepted in Iran and would be accepted by 
Majlis. There could be no interpretation this point other than that 
Iran was agreeing to join with other nations of “free world” in its 
def against Sov Union. He said note would be less obnoxious if this 
whole phrase could be deleted. I said I feared deletion this kind 
would result in assurances which would not meet requirements of 
Cong. It seemed to me Cong expected countries receiving assist to 
indicate their support of policies of internat! coop in interest world 
security. 1 might suggest to my govt that we substitute phrase “and 
to the support of the princivies coniaused in the Charter of the 
UN” for the phrase to which he objected. I did not know, however, 
whether my govt cid accept such a change. Mosadeq replied that 
such change would still be ob ectionable to Majlis; nevertheless, it 
would not give rise to so much opposition as phrase contained in 
law. 

4. Mosadeq said that altho US was seeking commitment from 
Iran it was not committing itself. He suggested that my letter 
should contain definite promise that US wid give Iran $23 mil for 
econ develop, in return for assurances required. He cid then reply 
that Iran in return for $23 mil would be willing to give $23 mil 
worth of the kind of assurances required. At this point I began to 
assemble my papers to depart. | said that if he talked to me in this 
vein it was useless for us to pursue subj further. I could not under- 
stand how even in joking he could suggest that Iran for value recd 
would be willing contribute $23 mil worth of support to efforts to 
promote world peace and to strengthen internat! security at time 
when US by only one act was authorizing expenditure more than 
$5 billion for this purpose. Mosadeq made severa! soothing re- 
marks. He said he would lik« to know precisely what US really de- 
sired from Iran. I answered US merely desired that Iran should 
take such steps as might be nec in order preserve its pol independ- 
ence and territorial integrity. US really believed, and this belief 
was strengthened by remarks made at various times by Mosadeq 
himself, that without US aid it would be difficult for lran to main- 
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tain its independence and integrity. As it desired to give aid Iran, 
Cong had laid down certain conditions for extension this aid which 
it did not seem to my government should be difficult for Iran to 
meet. The US desired from Iran just now assurances which wid 
enable it to help Irav. 

5. Mosadeq then suggested | write him a ltr stating that US was 
prepared to spend $23 mil for econ development Iran provided Iran 
was determined to maintain its pol independence and territorial in- 
tegrity. He wid write a reply thanking US for its generosity and 
stating that Iran determined defend its independence and integrity 
It would not be nec he said for such exchange to go to Majlis and 
our aid missions cid continue to function. | replied that while such 
an exchange wid be most pleasant and agreeable it wid not meet 
requirements of act. 

6. Mosadeq told me as friend of US he wished to impress upon 
me and upon my govt that it wid be grave mistake to ask Iran for 
assurances of the character outlined in my ltr. At least three grps 
Majlis wid oppose giving of these assurances 


(a) Grps under Brit influence who were opposed to US playing 
active role in Iran. 

(b) Grps under Sov influence; and 

ic) Iran patriots who did not wish their country to become at- 
tached chariot any great power 


It wid be better for US to stop sending aid than to ask for assur- 
ances of such a character since request for these assurances wid 
merely result it arousing resentment and aid wid be stopped 
anyway. | asked Mosadeg if in case he shid make request for the 
nec assurances he wid present matter in favorable light to Majlis 
He said he cld not support our request. | said my govt not accus- 
tomed request any PriMin to submit to his Parliament for approval 
an exchange of documents with US which he himself did not ap- 
prove. If Mosadeq objected to giving nec assurances he cid refuse to 
do so at once and matter need not go to Majlis. Mosadeq said he 
wid not take personal resp of refusing to give such assurances. He 
wid prefer to place resp on shoulders of Majlis. It might be better 
submit matter to members Fon Affs Comits Majlis and Senate 
These committees if they desired cld take resp for refusing to give 
assurances and matter wid not therefore become subj debate on 
floor Parliament. 

8.2 I said I did not see how my govt at this stage cid cease giving 
aid to Iran without offering its own public and world public expla- 
nation. Only honest explanation wid be that Iran unwilling to give 





"This and the following paragraphs are numbered as in the source text 
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assurances required in law. | wid however refer matter again to my 
govt for purpose of ascertaining whether certain alterations might 
be made in draft my itr which might make it more acceptable to 
Majlis. In view explicit provs law I did not think much cid be done. 
In response my ques, Mosadeq said he wid prefer that I not submit 
to him suggested draft of his reply. Majlis shid suggest kind of 
reply which shid be made. 

5. Mosadeq asked me whether lIrans refusa! to give required as- 
surances wid also result withdrawal ARMISH. | replied that I did 
not believe withdrawal of ARMISH wid automatically follow but ! 
thought that work ARMISH wid be much less effective if Iran wid 
no longer be able receive arms under act. Mosadeg said Iran in any 
event was paying for all arms it recd and he cld not understand 
how its right to purchase arms wid be affected by refusal to give 
assurances. | said my understanding was that Iran was also receiv- 
ing certain amt arms as grant. He said if this was so, he was being 
deceived by Min War, which had insisted that Iran was paying for 
all arms it recd. He said he wid look into this matter further since 
he desired no arms as gifts. 

6. | asked Mosadeg if in his opinion it wid be nec for approval by 
Majlis of exchange ltrs prolonging present ARMISH agrmt. He said 
there cld be no such exchange since there had been no valid agrmt. 
Original agrmt never ratified by Majlis and was not therefore 
valid. Any exchange between two govts relating retention ARMISH 
must go before Majlis. No such exchange nec, however, since 
ARMISH cid carry on day by day as it had in past without any 
valid agreement. | said such arrangement wid not be satis my govt. 
Original agrmt had been registered with UN, as had extensions. 
Unless another extension or a new agrmt shid be registered 
charges might be made that mission was in country illegally. Fur- 
thermore, mission was already incurring increasing difficulties 
with customs officials who claimed that it had no right to customs 
privileges. Mosadeq said this latter detail cld be arranged. Govt 
from its budget cld reimburse mission for funds expended by it for 
customs duties. 

7. Referring to cessation aid, Mosadeq said he never expected 
much from Point IV programs anyway. He said he had told 
McGhee Point IV like Iran tarantula, which everyone said wid bite 
but never had been known to bite. I said | had examined carefully 
Point IV prog for 52 and was convinced it had teeth and cid bite if 
given chance. I emphasized that decisions which were being made 
during our conv were extremely serious. They might result in life 
or death for Iran. They meant also much to my own govt and to 
world peace. I had heard his various remarks with heavy heart be- 
cause for many years I had been friend of Iran and had undergone 
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much strain and anxiety in connection with efforts to prevent Ira- 
nian people from falling under domination of most repressive and 
ruthless regime known in modern times. Mosadeg said he also re- 
gretted sitn which had developed. It seemed to him US had decided 
to give Iran aid and then under sinister influence, which cid be 
none other than Brit, had laid down conditions which it must have 
been clear Iran cid not accept. I told Mosadeq I wid submit our 
conv to Wash immed and give him reply as soon as possible. 
Matter was extremely urgent since we had only 3 more weeks 
before January 7. 

HENDERSON 


No. 137 
12-1451 Tetegrar 


The Secretary of State to the Embassy in Iran' 


TOP SECRET Wasnincton, December 21, 1951—4:50 p. m. 
PRIORITY NIACT 

1274. Departmental consideration problems raised in connection 
Section 511 and Battle Act assurances? has been in light funda- 
mental issues raised. On one hand it is recognized that failure 
IranGov comply legis requirements will render it impossible for US 
to extend assistance to Iran. Refusal of lranGov to comply and con- 
sequent termination aid wid, moreover, in all probability result 
strong criticism of US with inevitable claim action was part pres- 
sure to bring about capitulation of Iran to Brit in oil controversy. 
On other hand, obvious weakness on part of US in relation to Mo 
sadeq's intransigence wid probably serve to increase his obstinacy 
and weaken US position. Any substantial departure from specific 
undertakings contained in legislation wid at minimum require 
prior consultation Congressional leaders (now out of Washington) 
and give rise to similar demands by other countries receiving US 
assistance, thus weakening purposes of Mutua! Security legislation. 

It is realized that if Mosadeq’s resignation materializes, situation 
might be somewhat altered. Dept assumes, however, that any suc- 





‘Drafted by Ferguson (GTI) and Rountree on Dec 18; cleared by Nitze, Linder, 
Bonbright, Matthews, Bohlen, Tate, Ohly, Merchant, Brown, TCA, and the Depart- 
ment of Defense, and signed by Secretary Acheson 

*Reference is to the Mutual Defense Assistance Control Act, signed into law Oct 
26, 1951, as PL. 82-213. For text, see 65 Stat. 644. Under the terms of this legisla- 
tion, the United States was obliged to discontinue economic and military assistance 
to countries which shipped strategic goods and raw materials to the Soviet Union or 
its satellites 
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cessor Govt, particularly with Mosadeg in opposition, wid encoun- 
ter real po.it problem in givine Section 51 l(a) assurances since this 
might be interpreted as clearly aligning Iran with US in opposition 
to Sov Union and thus placing Iran in more exposed position, 
which its policies have attempted to avoid. For this reason, believe 
we shid pursue substantially same line of action in light present 
possibility that Mosadeq may withdraw than if no such imminent 
possibility existed. 

[Here follow comments on the suggested texts for the exchange 
of letters with Mosadeq. | 

Suggest fol gen approach to probiem which you may in ur discre- 
tion pursue: 


(1) Believe it advisable that Mosadeg not get impression we are 
alarmed over his possible refusal make it possible continue Amer 
aid. On other hand he shid understand clearly that legislative re- 
quirement imposes real problem which must be met if our pro- 
grams are to continue. In addition to ur discussions with Mosadeg, 

ou shid talk with Shah and Ala and urge them to prevail upon 
M to find some satisfactory means of meeting requirement 
They shid understand that Iran stands to lose great deal if Mosa- 
deq remains intransigent or if he shid not be replaced by someone 
more aware of realities of situation. Suggestions contained Deptel 
1173 Dec 6° wid be pertinent ur discussions with Shah. 

(2) Suggest you endeavor obtain Mosadeq's agreement exchange 
of notes with modifications authorized above. As indicated, Dept 
wid consider other slight modifications considered essential obtain 
his agreement 

(3) Without giving Mosadeq impression undue concern, every 
effort shid be made effect exchange on basis agreed drafts in line 
foregoing. If Mosadeq remains absolutely intransigent, however, it 
might be possible to have him write Itr to you, perhaps in conversa- 
tional tone, discussing Amer aid to Iran and including statement 
that he has read Mutual Defense legis and finds that principles 
stated in Section 51l(a), with a of No. 3 which does not 
apply to Iran, conform to policies of IranGov. He might say in con- 
nection with fourth prirciple that it is, of course, policy of lranGov 
to make, consistent with its policies of econ stability, full contribu- 
tion permitted by its manpower, resources, facilities, and gen econ 
condition to the support of purpense of UN. He might state that as 
you know, however, Iran econ in difficult situation and Iran cannot 
afford do more than maintain limited mil strength. You a tell 
Mosadeq that if he were willing to write such itr you wid be pre- 
pared to see if it wid meet legis requirements even though it did 
not spell out assurances in detail and believe this might be case. 
FYI, it is emphasized that while Dept wid be disposed accept such 





‘Telegram 1173 pointed out the urgency of securing Iran's assurances under Sec 
tion 511 of the Battle Act before Jan. &, lest the United States be forced to termi 
nate assistance It was suggested that Henderson might prefer to go directly to the 
Shah on the matter rather than engage im prolonged talks with Mosadeq (784.5 
MSP/12-651) 
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itr if it contains substance of foregoing, assuming 

gressional committees, it is earnestly hoped that this will 
necessary in view obvious disadvantages of such substantial 

ture from procedure re other participating countries. Apart from 
difficulty negotiating on basis Mosadeq's draft, result even if sub 
stance substantially same as US draft wid appear quite different to 


Cong, thereby spotlighting divergencies between assurances from 
lran and other countries. 


(4) In event Mosadeq refuses even this suggestion and if approach 
to Shah unsuccessful Dept wid consider seeking Section 511(b) as- 
surances from IranGov entirely within context of econ and techni- 
cal assistance programs. This wid require termination of mil aid 
shipments after Jan 8 which wid remain in suspense until IranGov, 
either under Mosadeq or his successor, prepared give assurances re- 
quired by law. It wid be hoped, however, that such termination cid 
be handled as quietly as possible and that it will be possible for mil 
and Gendarmérie missions to remain. It wid appear impossible, 
however, continue paying expenses substantial number Iran mil 
students now in US, and termination such payments and their sub- 
sequent return to Iran undoubtedly will attract public notice, par- 
ticularly in Iran. If you shid recommend it and IranGov shid agree, 
it might be possible after Jan 8 without Section 51 l(a) assurances 
for Iran students continue receive training and some mil shi ts 
to be continued, both on cash reimbursable basis under ion 
408e) of Mutual Defense Assistance Act of 1949. 


Fourth alternative above is, of course, undesirable in many re- 
spects, although preferable to complete cessation Amer aid. Dept 
and Defense wid be greatly concerned over possible effects upon 
status mil missions including chance that Mosadeq might now or 
later request their withdrawal or refuse extend agreements. 

Dept fully recognizes extreme difficulty position in which you 
have been placed as result several factors converging at once, ie., 
(a) 511 assurances, (b’ Battle Act, (ic) ARMISH agreement, (d) deci- 
sion which must be taken in relation Iran's request for second 
withdrawal from IMF, (e) econ aid agreement, in addition continu- 
ing problem of oil controversy including IBRD activities. Recognize 
that Mosadeq undoubtedly will interpret many of our efforts in 
connection with these matters as application of pressure upon him 
in favor Brit interests. For this reason it is hoped that Section 511 
assurances can, to extent possible, be negot in advance of other 
matters. This is particularly desirable since this matter is in Dept’s 
judgment most urgent in our relations with Iran. 
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Pls tele ur comments soonest. Before discussing with Mosadeq 
fourth alternative above (cessation of mil aid) Dept shid be consult- 
ed * 

ACHESON 


“On Dec 24. Henderson reported that he discussed the cachange of letters with 
Mosadeq two days earleer and the Prime Minister seemed to be ewen more unree 
sonable and inflexiide than he had been im thee previous conversation No agree 
ment was reached on the texts of the letters and Mosadeq stated that he could not 
enter into any exchange of letters without prior approval of the Majlis (784.5 MSP 
12-2651 


No. 138 


The Ambassador in Iran (Henderson) to the Department of State 


SECRET NIACT Tewran, December 26, 1951—no00n 

2329. 

1. In late afternoon Dec 22 I had hour's conversation with Shah 
He seemed frustrated, discouraged, fatalistically inclined. We dis- 
cussed (a) progress exchange of notes re econ aid; (b) provisions 
Battle Act; (ic) more gen aspects US aid policies to Iran; (d) Mosa- 
deq's policies and possibility that Mosadeq might become more rea- 
sonable or might be replaced by another PriMin 

2. I discussed with Shah difficulties encountered in attempt to 
effect exchanges notes re econ and milit aid and milit mission, 
keeping in mind various Dept instrs. I also told him our perplexi- 
ties arising from combination provisions Battle Act and Mosadeq’s 
expressed intention sel! petroleum to Sov bloc if latter shid desire 
to buy 

3. Shah said if events shid so conspire as to render it impossible 
for US to continue to extend fin, econ or milit aid to Iran, he hoped 
some way cld be found of explaining matter to Iran public so that 
reaction wid not be too violent. He was afraid when Iran public 
recd info US had stopped aid, it wid believe that it had joined 
Great Britain in abandoning Iran to Communists and all! friends of 
Western world wid lose hope as well as courage to continue resist 
Commie pressure 

4. I told Shah it seemed to me we shid not be thinking about 
what to do in case US aid shid cease, but what to do to prevent it 
from terminating. Shah replied combination US laws and apparent 
determination Mosadeg to take no steps which wid render Iran elli- 


‘Transmitted in two sections and repeated to London 
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gible for Amer aid might result in cessation of aid. He did not 
know what he cid do. He was particularly worried about Iran milit 
students who were preparing to go to US and about those already 
in US. He did not believe however that Mosadeq cared much about 
what happened to milit students or for that matter what happened 
to Iran def forces. 

5. I said I was deeply concerned at course which Iran was follow- 
ing at present; I had highest respect for Dr. Mosadeq as Iran patri- 
ot and leader. It seemed to me however that for last few months 
such things as Iran had been able to accomplish were of destructive 
instead of constructive nature. AIOC had been driven out and Brit 
influence in Iran had been greatly reduced. Practically nothing had 
been done, however, to heal gaping polit and econ wounds which 
Iran had suffered in gaining control of its own oil. Sources of reve- 
nue vital to Iran’s econ and fin life had been cut off and there 
seemed to be no practical plans for replacing them. Mosadeq 
seemed to be hoping to obtain certain amt funds by selling oil to 
countries of Sov bloc or by borrowing from US. Any funds which 
might be obtained from these sources cld only be stop gaps and wid 
not solve Iran’s problems. I said I had yet to hear of any construc- 
tive plan which might promise restore econ and polit stability of 
country. 

6. Shah said he had given some thought to replacement of Mosa- 
deq by another PriMin. He cld not however, find suitable person to 
take over. Furthermore, since there was no organized effective op- 
position to Mosadeq in country, he did not see how any change cid 
be effected except by coup. Successful coup must be followed, at 
least temporarily, by dictatorial regime and he did not know who 
cld be trusted to head such regime. I admitted matter was difficult. 
I said in my opinion any PriMin replacing Mosadeq must be man 
of decision, courage, organizational ability, loyalty to Shah and also 
with genuine interest in welfare Iran and its people. Shah wid be 
in better position than I to know where such person cld be found. I 
did not wish Shah to misunderstand me, I was not suggesting coup 
or any kind of extra-legal action on part Shah or anyone else. I was 
merely trying to point out it seemed to me Iran at present was 
headed towards destruction, that it cld be saved only by action 
Irans themselves, not by that US or any other fon country. Iran 
wld certainly be lost if Irans took merely fatalistic, frustrating 
view towards what was going on. 

7. Shah thanked me for my remarks and said his only suggestion 
at moment was that I again talk with Mosadeq. He wld appreciate 
it if I wld report result my conversation to Ala. He wanted to do 
what he cld in matter but was not sure how effective his aid wid 
be. He again remarked that he was afraid US aid was being offered 
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four years too late. During these four years many Irans who in 
1945, 1946 and in 1947 had pinned great hopes on West had become 
discouraged and lost influence. Iran feeling itself terribly isolated 
had gradually become mentally ill. He hoped US wld remember in 
dealing with it that Iran was sick nation and cld not be expected to 
behave normally. Therefore, US shid have patience and make all 
necessary allowances. There was tendency part Western world ridi- 
cule Iran when it assumed what seemed to be irrational and unrea- 
sonable attitude. He hoped US wid show understanding and sympa- 
thy and go as far as possible in making exceptions and rendering it 
easy for country to obtain assistance it needs so badly. 


HENDERSON 











THE QUESTION OF MILITARY AND ECONOMIC ASSIST- 
ANCE TO IRAN; INTEREST OF THE UNITED STATES IN 
THE SETTLEMENT OF THE ANGLO-IRANIAN OIL DIS 
PUTE, 1952-1954 


No. 139 
BRR 2553/ 1-452: Telegram 


The Ambassador in Iran (Henderson) to the Department of State 


SECRET NIACT TEHRAN, January 4, 1952—6 p. m. 


2462. 1. Prudhomme and Rieber of Int Bank discussed with Rich- 
ards and me this morn problems created by Mosadeq’s ltr to 
Garner of Jan 3 (Embtel 2448 Jan 3).? They said their tentative de- 
cision to leave Iran was based in part on hints which they had recd 
from Pirnia, Under Secy MinFin, who was acting as liaison be- 
tween them and PriMin, to effect that PriMin wid not be dis- 
pleased if they wid leave Iran until questions raised in ltr to 
Garner had been clarified. Pirnia had also told them PriMin did 
not wish them in meantime to make trip to South Persia. Prud’- 
homme and Rieber thought it preferable that Garner make no 
reply to Mosadeq’s ltr until they cld have chance discuss with 
Garner Iran sitn as they saw it. 

2. I told them that I had obtained impression from my conv with 
PriMin yesterday eve that he was commencing to hope they wid 
not leave country just now and that his ltr to Garner wld not lead 
to breaking off of negots with bank. I said PriMin seemed to realize 
that if bank should withdraw from picture there was little hope 





‘Repeated to London. 

2Mosadeq's letter, Jan. 3, was sent to the Department in telegram 2445 from 
Tehran on Jan. 3. (888.2553/1-352) It raised eight separate points in the IBRD pro- 
posal on which Mosadeq sought clarification. In telegram 2448 Ambassador Hender- 
son reported that Prime Minister Mosadeq was especially suspicious of Garner's sug- 
gestion that part of the proceeds derived from the sale of Iranian oil should go to 
the bulk buyer, whom Mosadeq assumed to be the British Government. If this were 
the case, Mosadeq said, this suggestion would be unacceptable because he assumed 
the IBRD would merely be acting as a tool of the British. The Prime Minister also 
disclosed that Prud'homme and Rieber, as a result of his letter, were planning on 
leaving Iran. Henderson offered to see the two IBRD representatives and to urge 
them to delay their departure in view of Mosadeq’s stated desire to continue negoti- 
ations. Moreover, Henderson recommended that the Department suggest to the 
IBRD that it not recall its representatives, and that it instruct them to try to find 
some basis for continuing the Tehran discussions. (888.2553/ 1-352) 


301 
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that in foreseeable future Iran oil operations cld be restored. After 
some discussion all of us agreed that it might be good idea for me 
see PriMin at once and to suggest that so long as Prud’>homme and 
Rieber were in Iran they shld make trip to Abadan and oil field 
before return to US. I went immed to PriMin and talked with him 
along these lines. PriMin said he wld like to talk direct with Prud’- 
homme and Rieber without any third person being present. He did 
not fully trust any one in his entourage. He also said he wid ap- 
prove trip of Prud’homme and Rieber to Abadan and oil fields and 
suggested they write him ltr containing request for appt and pro- 
posal they take trips south. He said he wid be glad to see them at 
10 o’clock morn Jan 5 provided they wid write suggested Itr. 

3. I have just had another talk with Prud’homme and Rieber, 
who have agreed to Mosadeq’s suggestions. Prud’homme is sending 
ltr this afternoon, text of which reads as fols: 


“I wish to acknowledge receipt of ur Itr of Jan 3, 1952 addressed 
to Mr. Garner, the contents of which have been forwarded to him 
by telegraph. 

I am inclined to believe from exam of ur ltr that it cannot be 
answered until a considerable amt of study by members and staff 
of bank has been devoted to some of the questions and comments 
contained in it, and that therefore some time will elapse before 
reply can be sent to you. It wid seem to me that it might serve to 
expedite discussions between bank and Govt of Iran if in meantime 
Mr. Rieber and I shid visit operations at Abadan and in field for 
purpose of looking over it so that we may prepare report to bank 
with respect to it. 

In this connection I also wid suggest that it might be useful for 
Mr. Rieber and myself to have chat with you at ur earliest conven- 
ience. 


4. Altho Mosadeq has tentatively agreed that Prudhomme and 
Rieber shld visit South Persia, Dept will recall he sometimes 
changes his mind and we cannot therefore be sure until after their 
conv with him Jan 5 that trip will materialize.* 

5. I sincerely hope bank will not have any objections to course of 
action which its reps and Emb have decided most desirable. As I 
indicated in mytel yesterday, Iran is sick country and PriMin is 
one of its most sick leaders. We cannot consider therefore either 





3In telegram 2479, Jan. 5, Henderson reported that Prud'homme and Rieber had 


had a cordial conversation with Mosadeq, who was anxious for the two IBRD repre- 
sentatives to visit Abadan prior to their projected departure from Tehran on Jan. 13 
to discuss the situation with Garner. Prud'homme also made it clear to Mosadeq 
that he could not expect an immediate reply from Garner to his letter dated Jan. 3. 
Mosadegq, for his part, emphasized that, as part of an agreement, he had to have 
dollars in the form of advances secured on oil from the IBRD or aid from the US. 
Government. (888.2553/ 1-552) 
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Iran or him as normal and shid exercise maximum amt patience 
even in face of considerable provocation. 
6. Have read this tel and Embtel 2448 Jan 3 to Prud’homme and 
Rieber who said they hope contents cld be conveyed to Garner. 
In no circumstances is anyone other than Dept, except Garner, to 
know of Emb’s connection with these negots. 
HENDERSON 





No. 140 
SAA 2553 1-552: Telegram 


The Ambassador in Iran (Henderson) to the Department of State 


TOP SECRET  NIACT TEHRAN, January 5, 1952—8 p. m. 


2480... . 

1. We are disturbed at developments which nearly terminated 
visit here reps Int Bank. Especially disturbing feature is apparent 
lack understanding on part bank re sitn here. We have gained im- 
pression from discussions reps bank that their principals did not 
realize kind problem which they wid meet in Iran. Reps seemed to 
have come here with idea they were to deal with persons who 
might be swayed by representations of logic and reason. They ap- 
parently even thought that it might be possible to prevail on Govt 
Iran for bank to bring in large number Brit oil experts. We gather 
that during their initial conversations with Mosadeq and other 
Iran officials they hopefully used same sound arguments and ap- 
peals as have been made repeatedly without effect during recent 
months by whole series of persuaders.” 

2. We are not critical these two reps. They clearly are able men, 
qualified to handle themselves creditably in usual and unusual 
sitns if they know what those sitns are. The manner in which they 
seem to have been briefed and the basis on which their mission ap- 
pears to have been founded emphasize, however, the gulf between 
the type of thinking which they had come out here to express and 
the realities of the sitn in Iran. We are inclined believe that bank 





'Transmitted in two sections and repeated to London. 

20On Jan. 10 the Department informed Ambassador Henderson that Garner 
wished Henderson to know that the principles outlined in his letter of Dec. 28, 1951, 
to Mosadeq were merely a reiteration of the substance of the Bank's discussions 
with Mosadeq in Washington; that Garner had informed Mosadeq while he had 
been in Washington that the Bank did not envisage the exclusion of all British per- 
sonnel from the oil installations; and that Bank representatives had in fact suggest- 
ed to Mosadeg a division of the proceeds of the sale of Iranian oil. Thus, the Bank 
had no indication that Mosadeq would object to the conditions which Garner set 
forth in his letter of Dec. 28. (Telegram 1402; 888.2553/ 1-552) 
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has been enveloped by the unrealistic atmosphere .. . still seems 
to be pervading London... . 

3. Experiences of bank strengthened our feeling that time may 
be at hand for US seriously consider whether it can afford much 
longer to defer to Brit leadership in this area. We agree rift be- 
tween Brit and ourselves re ME might well result in frustration 
policies both countries that area and its eventual loss to interna- 
tional communism. We also realize that there is widespread view 
in UK that continuance Brit leadership in ME is symbol that Brit 
is still great world power and that forfeiture this leadership to US 
might strengthen anti-US feeling in UK and throughout empire 
with perhaps disastrous results to whole free world. Nevertheless, 
unless Brit display more constructive interest this area it seems to 
us we cannot much longer ignore fact that they have lost touch 
with events; that if we allow ME to deteriorate because of our con- 
sideration for Brit sensibilities, consequences can be extremely seri- 
ous. 
4. Not necessary in this tel try prove Brit have been systemati- 
cally misjudging Iran sitn for at least last two years. Research 
analysis of documents in Dept’s files will show that Brit have been 
stubbornly refusing recognize dynamics sitn here. London still 
seems of opinion forces of natlism are temporary phenomena which 
will disappear in due course. There is tendency among Brit official- 
dom in London to insist their prognosis wld have been correct if 
US had not upset their plans by attitude from which Iran natlism 
drew encouragement. They seem to ignore fact that US has gone so 
far in this endeavor to be loyal to its Brit partner as to create im- 
pression in Iran and elsewhere in ME that US is following Brit 
lead in this area. US may not have openly supported Brit to extent 
which many Britishers wid have liked. If we had given US all out 
full support result wid, in our opinion, have been victory not for 
AIOC, but for internat] communism. 


We suppose Iran will be one of subjects discussed with Churchill® 
and are hopeful that even though this telegram is of superficial 
character and though it may contain no new ideas, it may serve 
strengthen resistance to possible pressure on part Churchill that 
US let UK have free hand in this area, that it at least do nothing 
of constructive character here unless UK agrees. It would be help- 





*Prime Minister Churchill and other officials of the British Government, includ- 
ing Foreign Secretary Eden, were in Washington for a series of conversations with 
their U.S. counterparts, Jan. 5-18. For documentation regarding these talks, see vol 
vi, Part 1, pp. 693 ff. Regarding the future course of Anglo-American policy in Iran 
as discussed in these talks, see Document 142 
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ful to free world if Churchill could be brought to understand that 
even though countries in this area may not be so great and strong 
as Soviet Russia or Communist China, UK will be making grave 
error if it takes attitude towards them no less considerate or re- 
spectful than it might assume if they were in great power class. 
Iran like various other countries of ME is in certain respects acting 
in irresponsible and foolish manner. We do not believe that answer 
is to heap ridicule or “to let it step [steep] in its own oil’”’. 

We admit it is hard to find just what right answer is but are con- 
fident it cannot be found unless we approach problem with at least 
certain amount of sympathy and great deal of patience. This prob- 
lem is not one to which standard political or economic formulas or 
remedies are applicable nor one which we can afford merely to 
ignore. We sincerely hope that Churchill will be big enough not to 
permit such considerations as British prestige or profits prevent 
him from agreeing to reexamination of whole problem with idea of 
finding new approach, main objective of which would be to start 
Iran oil flowing to sources where it could be used and to close gap 
which at present is stretching wider and wider between Iran and 
free world. 

HENDERSON 





No. 141 
788.5 MSP/ 1-852 


Memorandum by the Acting Assistant Secretary of State for Near 
Eastern, South Asian, and African Affairs (Berry) to the Secretary 
of State’ 


TOP SECRET WASHINGTON, January 8, 1952. 
— Application to Iran of Section 51ll(a), Mutual Security 
ct. 


Problem: 

To establish the Department's position concerning the letters 
dated January 8 from the Department of Defense to the Secretary 
of State and Mr. Harriman® asking that the President, after appro- 





'Drafted by Rountree and Ferguson. Concurred in by Vigderman, Brown, Nitze, 
Merchant, and Ohly 

*For text of Section 511 of the Mutual Security Act of 1951 (P.L. 82-165, Oct. 10, 
1951), see American Foreign Policy, 1950-1955, vol. 1, pp. 3073-3074 

%In both letters, Deputy Secretary of Defense Foster enclosed a proposed draft 
letter from W. Averell Harriman, Director for Mutual Security, to President 
Truman suggesting that the President continue military assistance to Iran regard- 
less of Iran's failure to comply with provisions of the Mutual Security Act. (788.5 
MSP/ 1-852) 
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priate Congressional consultation, avail himself of his plenary 
powers under Article II of the Constitution and continue such mili- 


tary assistance to Iran as may be necessary, regardless of Iran's 
failure to comply with Section 51l(a) of the Mutual Security Act. 


Background: 

In discussions with Ambassador Henderson in Tehran, Prime 
Minister Mosadeg thus far has categorically refused to give the as- 
surances required under Section 511(a) of the Mutual Security Act 
in order to permit continuation after January 8 of military aid and 
economic and technical assistance in support of the military effort. 
Dr. Mosadeq’s refusal to give these assurances in any form appears 
to have been based upon his reluctance to take a position which 
might be interpreted as aligning Iran irrevocably with the United 
States in opposition to the Soviet Union, thus militating against 
Iran's current efforts to maintain a neutral position in the East- 
West strugy.e An important factor in Dr. Mosadeq’s position is 
that he clearly is not sympathetic towards United States military 
aid to Iran or the expenditure by Iran of substantial sums of 
money for the maintenance of its military forces. He has taken the 
position that what Iran needs is United States financial support 
and for the United States to agree to buy Iranian oil. His attitude 
appears to be that the American military missions in Iran and the 
military aid programs are more for the convenience and advantage 
of the United States than of Iran. 

On the other hand, the Shah and Iranian leaders loyal to the 
Shah are greatly interested in the continuation of American mili- 
tary aid to that country. The Shah has exerted considerable pres- 
sure upon Prime Minister Mosadeg to find a way of meeting the 
legislative requirements which would prevent any interruption in 
the military programs. While these efforts may have softened Dr. 
Mosadeg to some extent, they have not substantially altered his po- 
sition. In a recent conversation with Ambassador Henderson, Dr. 
Mosadeq said that he hoped some arrangement might be worked 
out in further discussions, although the Ambassador in reporting 
the conversation cautioned that this might have been no more than 
Persian courtesy. 

The position of the "kepartment in the matter of obtaining assur- 
ances from Dr. Mosadeq has been to be as lenient as legally possi- 
ble in implementing the requirements of the legislation. When it 
became apparent that Section 51l(a) assurances could not be ob- 
tained in any form before January 8, it was considered in our na- 
tional interest to devise a formula which would at least permit the 
continuation of the economic program now being implemented by 
TCA. It was considered that the necessity of announcing the termi- 
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nation of economic assistance, as well as military assistance, to 
Iran after January 8 would cause political reactions which might 
well make it most difficult for the United States to exercise any 
influence in that country and thus render it impossible for us to 
obtain our objectives. Accordingly, we proceeded with a plan to 
obtain from Dr. Mosadeq in some suitable form assurances under 
Section 511(b) of the legislation which would permit continuation of 
“simple” economic aid. After difficult negotiations even on this 
point, Ambassador Henderson was successful in obtaining from Dr. 
Mosadeg a letter which, although not wholly satisfactory, at least 
contained assurances that Iran adheres to the principles of the 
United Nations, those principles including the principles set forth 
in Section 51l(b). An exchange of notes on this basis was accom- 
plished on January 5.* 

The Department has consulted the Department of Defense at 
every important stage of the negotiations and has obtained its 
clearance upon all important telegrams to Ambassador Henderson 
in this matter. It has been pointed out to Ambassador Henderson 
that one of our concerns is that the failure of Iran to comply on 
time with the provisions of Section 51l(a) should not result in the 
withdrawal of our military missions. When it became clear that the 
assurances would not be forthcoming, Ambassador Henderson was 
advised that expenses of the military mission in Iran would at least 
for the time being continue to be paid; that military aid goods 
which actually had left continental United States ports before Jan- 
uary 8 would be delivered; and that Iranian military trainees al- 
ready in the United States would be permitted to complete their 
training. It is expected that discussions with Dr. Mosadeq will be 
continued on an urgent basis in an effort to find a solution to the 
problem in order to permit the resumption of military shipments 
at the earliest possible date. 

The Department agrees entirely with the Department of Defense 
upon the importance of maintaining military aid to Iran and of 
continuing our military missions in that country. There is little 
question that the necessity for terminating these programs might 
have very serious consequences in Iran and upon the possibility of 
United States attaining its objectives there. The only question at 
issue is how we should proceed in endeavoring to assure that the 
intransigent position of the Iranian Government does not result in 





*Following the exchange of notes between Ambassador Henderson and Prime 
Minister Mosadeq on Jan. 4 and 5, a Technical Cooperation Administration Agree- 
ment was signed and entered into force on Jan. 20. For the texts, see 3 UST ipt. 4) 
4741. Materials concerning the negotiation of this TCA agreement are in Depart- 
ment of State files 788.5 MSP and 888.00 TA 
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such termination of assistance and the forced withdrawal of the 
“ae 


The course suggested by the Department of Defense can besi be 
considered in light of the factors which favor it and those which 
would argue against it: 


+ ik ae 

a. _ presi SS ee ee ee 
proceed with its military programs in with no interruption. 

b. Should our military aid be terminated without immediate 
prospects of resumption, it is probable that the Govern- 
ment eventually would insist on the termination of United 
States military activities in Iran and compel the withdrawal of our 
missions. In addition to the loss of prestige for the United States, 
this would leave a military vacuum which would be a very attrac- 
tive target for Soviet penetration. It would also make it virtually 
impossible for the United States or any other like-minded power to 
— (~ picture in the foreseeable future and strengthen Iran's 

i orces. 

c. Without United States mili assistance, both in goods and 
advice, it is difficult to see how Iran can maintain its security 
forces. Iran for many years has been dependent upon outside 
sources of supply for virtually all of its military equipment. As a 
result of the of its oil revenues, the Iranian Government is not 
now in a ition to purchase a abroad, and the cut- 
off of American aid will in course of time mean a drastic 

uction in Iran’s armed forces to the point where it is doubtful 
that they _7ill be able to successfully resist an internal Communist 
uprising. 

d. The termination of American military aid and the consequent 
eventual withdrawal of the American military missions would be a 
triumph for Prime Minister Mosadeq and a defeat for the 

in the eyes of a wide segment of the Iranian . While 
the Shah has admittedly had very little influence upon the policies 
of the Mosadeq Government, he has remained in the opinion of 
most non-fanatical Iranians the only source of leadership and of 

for the future. '* is widely known that he is 7 with 
military affairs and has for several years earnest 
can military assistance. The loss of face invol in present 
matter might very well reduce the Shah to little more than a fig- 
urehead totally unable to exercise any restraining influence upon 
the spevenenebie policies of the M Government. 

e. If, in the absence of drastic action, the United States mili 
missions are forced to withdraw the Administration might be criti- 
cized for not having taken all measures at its disposal. It would be 
difficult to prove to the public that waiver of the legislative re- 
quirements would not have prevented the situation. 


Arguments against: 

a. proposal to make use of the plenary power of the Presi- 
dent a fundamental, and perhaps novel, constitutional prob- 
lem, use it involves the use of this power in the face of a spe- 
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to United States national security is a critical consideration 

b. It is probable that there would be very strong Congressional 

and public reaction to this step taken in violation of legisletion, 
y if it were taken only a day or so before Congress is 

convened and if the consequences of failure to act were not demon- 

stratively extremely to the national interest. It would be 
y difficult to explain to the American public why such 

drastic measures are being taken to permit continuation of assist- 


a 


which, undoubtedly, would increase his obstinacy and the difficulty 
of dealing with him on all matters 


would demonstrate that the United States is ao to almost 
any lengths to retain its missions in that country. This could be ex- 

to be used by unscrupulous Iranian leaders as a means of 
urther blackmailing the United States in relation to many mat- 
ters. Dr. Mosadeq might well say that if the United States did not 
come forward with financial assistance, the Iranian economy could 
not afford to maintain the present level of its armed forces or to 
meet its share of expenses of foreign advisory groups, and that 


e. There is thus no assurance that the drastic step proposed 
would in fact result in the maintenance of our military assistance 
program and military missions in Iran; indeed, as pointed out 
above, the consequences of such action might be to make it consid- 
erably more difficult to maintain the missions in that country. 

f. An extraordinary step of this nature, the justification of which 
would receive very wide Se might lead the Iranians to be- 
lieve that, as charged by Russians, the United States entertains 
ambitious military plans in Iran which are being jeopardized. This 
might lead them to fear that continuation of this situation would 
provoke Soviet intervention. They might in their alarm, therefore, 
ask for the cessation of all United States military activities includ- 
ing the advisory missions. 

g. A waiver of the legislative requirements in the case of Iran 
could be ex to have repercussions in other countries ici 
pating in the Mutual Security Program. The extension of assur- 
ances uired under Section 5ll(a) presents difficulties to a 
number of countries which would like to find some means of avoid- 
ing them. The purposes of the legislation might, therefore, be ad- 
versely affected in relation to countries other than Iran. 
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Conclusion: 

It is concluded that, even if it should be determined that the 
President has the power to pursue the course recommended by the 
Department of Defense, such course would probably not accomplish 
the purpose for which it has been recommended and would involve 
dangers much greater than the immediate advantages which might 
be achieved. 

Recommendations: 

It is recommended that in lieu of the course proposed by the De- 
partment of Defense, the following constitute the general line of 
our policy upon this question: 

a. That the United States should not appear publicly or in discus- 
sions with Dr. Mosadegq to attach such importance to obtaining the 
required assurances as ive the impression that vital United 
Gate tetas con aod at add nak ces eins a 
would increase Dr. Mosadeq's intransigence and bargaining power. 
In this connection, it is suggested that the following line be taken 
eet 0 the precise wording and manner of presentation to 

out between the Department and DMS: 


“Ambassador Henderson has held discussions during the 
past few weeks with the Iranian Government concerning 
American economic and military programs of assistance to 
Iran, and of the legislative provisions relating to the qualifica- 
tion of countries receiving aid under the Mutual Security legis- 
lation. The Iranian Government has already exchanged with 
Ambassador Henderson notes which make it possible for the 
United States to continue programs designed to assist in the 
economic development of Iran. Discussions regarding the mili- 
tary program are continuing and it is bese’ that this matter 
can be worked out in the near future. In the meantime, be 
cause of the requirements of the legislation, additional ship- 
ments of military goods to Iran will after January 8 be tempo- 
rarily withheld until the matter can be worked out.” 


b. That Ambassador Henderson continue to exert every effort to 
work out the matter with Dr. Mosadeq and that he solicit all ap 
propriate support from the Shah who is sincerely desirous of find- 
ing a solution. 

c. That the United States be prepared to make considerable con- 
cessions in the form and wording of the assurances from Dr. Mosa- 
deq, izing that Dr. M or any Iranian Prime Minister 
would in fact have a very real political problem in giving the assur- 
ances without making it appear as t he has given up his 
policy of avoiding any action which night provocative to the So- 
viets. In this connection, we have already authorized Ambassador 
Henderson to accept an ar t under which Dr. Mosadeq 
would include in a general ] statement before the Majlis or 
elsewhere a review of Iranian policies including a liberal para- 
phrase of the principles set forth in Section 511(a), provided a tran- 
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iate Congressional , waive the pro- 
legislation as relate to Iran, provided that the 
i appear to dictate this exceptional 


jointly with Mr. Harriman, ar- 
to consult with appropriate 
sional Committees on this entire subject in order that they will be 
fully aware of the difficult problem with which we are ‘cnbanted, 
f. That, pending clarification of the issue, the effects of terminat- 
ing military assistance be minimized insofar as ible: Deli 
of military goods en route to Iran should be com ; students 
ready in the United States for training should be permitted to con- 


No. 142 


Memorandum of a Meeting of the Foreign Ministers of the United 
States and the United Kingdom at the Department of State, Janu- 
ary 9, 1952, 4:30 p. m." 


TOP SECRET 
TCT CONV -10 


US. UK 

Secretary Acheson Secretary Eden 

Mr. Matthews Ambassador Franks 
Ambassador Gifford Sir Roger Makins 
Mr. Perkins Sir Leslie Rowan 
Mr. Nitze Mr. Burrows 

Mr. Berry Mr. Leishman 

Mr. Rountree 


IRAN 


The Secretary began by saying that he would like to point out 
certain current problems which the United States has in Iran. Two 


American programs are in operation in that country: military aid 





‘Prepared for limited distribution by Rountree on Jan. 11. A five-point briefing 
memorandum dated Jan. 9%, prepared by Berry for Secretary Acheson's use in this 
discussion on Iran, is in Department of State file #84 2553) 1-952 
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IV program. While we are having difficulties regarding both pro 
grams, the one involving military aid is most disturbing. Under the 
forces require, and are maintaining in that country Army and Gen- 
darmeérie Missions engaged in training Iranians. Both aspects of the 
military program work together. The flow of military equipment 
makes the Iranians more willing to have our military missions in 
that country, which are very important from the points of view of 
maintaining the efficiency of the forces and of their morale. Prime 
Minister Mosadeq has refused to give assurances which are re 
quired by the Mutual Security Act in order to permit continuation 
of military shipments. The requirements of this legislation, as they 
apply to Iran, are not wise and increase our difficulties; neverthe 
less, the assurances are required and because of Dr. Mosadeq’'s re- 
fusal to give them it has been necessary to suspend further mili- 
tary shipments, effective January 8 With the suspension of mili- 
tary assistance, the status of the military missions becomes precari- 
ous. Dr. Mosadeq has indicated that he does not want to extend the 
agreement under which they remain in Iran, and in the absence of 
such extension they would stay after March 20 only on a day-today 
basis, which is not good from our point of view. 

Regarding the economic development program, the Secretary 
said that we are financing the salaries and expenses of a number of 
technicians in Iran, and are supplying end items in order to carry 
out various development projects. Dr. Mosadeq has been persuaded 
to give the assurances required under the Mutual Security legisla- 
tion for continuation of the present program, which involves ap- 
proximately $23,000,000, and it is going ahead. In addition, there 
has been under discussion with the Iranian Government for some 
time the extension of a $25,000,000 Export-Import Bank loan, 
which would not be in free funds but which would be for the pur- 
pose of financing materials from the United States for specific de- 
velopment projects. The technical discussions regarding this loan 
have virtually been completed. We will soon be in a position where 
we cannot continue to delay conclusion of the contract on technical 
grounds alone, and any further delay would obviously be upon po- 
litical grounds. This obviously would create problems. We are now 
in the process of deciding what action should be taken in connec- 
tion with this matter. We fully realize the implications of our pro- 
ceeding, even though the loan would not relieve the immediate fi- 
navyvial problems of the Iranian Government and indeed the utili- 
tatuni of the loan would require additional expenditures on the 
part of the Iranian Government for the internal costs of the 
projects. Our minds have not been made up on this matter but it 





IRAN, 1952-1954 313 


may be necessary to render a decision in the near future. Before 
going ahead, the Secretary said, we will discuss the matter with 
the British.” 

Responding to the Secretary's query, Mr. Rountree said that it is 
expected that only a small portion of the Export-Import Bank loan 
could in any event be utilized during the next twelve months; per- 
haps no more than $5 million. 

Mr. Eden said that the decision in this and other matters should 
rest to a considerable extent upon an appreciation of the situation 
in Iran. He commented that he had received information that Dr. 
Mosadeq intends going to the Hague Court for the purpose of stat- 
ing the Iranian position upon the question of the Court’s adjudica- 
tion of the oil issue. This move would prevent the opposition from 
attacking him until he gets back to Tehran, and he must feel that 
if he should be successful in the Hague, it would work as well for 
him as did his appearances before the Security Council. The British 
Embassy in Tehran had suggested that the British might request 
postponement of action by the Hague Court in order to prevent 
this move by Dr. Mosadeq at a time when his opposition in Iran is 
making itself felt.* Mr. Eden continued by saying that the situa- 
tion in Iran generally does not look as though an early solution can 
be evolved. 

The Secretary said that it appeared as though things in Iran 
were coming to an early crisis and expressed the opinion that our 
respective appreciations of the general situation are not far apart. 
We believe that Mosadeq’s opposition is becoming weaker rather 
than stronger, and potential alternative Prime Ministers have lost 
considerable prestige. As a result, the Shah himself has become 
weaker. The main difference in the estimates of the British Embas- 
sy in Tehran and of ours is as to the length of time the present 
situation can continue without internal difficulties of a very seri- 
ous nature. Ambassador Henderson thinks the time will be sooner 
than does Middleton, but this is a question of whether it will be 60 
days or 120 days, for they both agree that trouble is coming and 
that is the important thing. Moreover, even if the differences re- 
garding oil should be solved tomorrow, six months or more would 
be required before Iranian financial problems could be met. The 
representatives of the IBRD now in Tehran are returning to Wash- 
ington on January 15 and it is most important that the Bank’s pre- 
cise plan be formulated as soon as possible. The heart of the prob- 





2The issue of whether or not this credit should be extended to Iran was left unde- 
cided and did not become an active policy matter until December 1952, at which 
time the United States again considered the question 

*Regarding the public hearings before the ICJ and its decision, see Documents 179 
and 187 
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lem of evolving a solution is the question of price. In general the 
Bank’s proposal is that it would operate the oil industry; oil would 
be sold by the Bank at a price to be agreed upon, which they are 
thinking of in terms of $1.75 per barrel; and proceeds from oil sales 
would be divided with 25 percent going to the Iranian Government, 
25 percent to the purchasing organization and 50 percent to the 
Bank. The latter would use its share to pay operating expenses and 
would set aside the remainder for subsequent distribution when 
the questions of compensation and discounts have been settled. The 
25 percent to the purchasing organization would in fact be a dis- 
count, the balance being divided one-third and two-thirds. The 
main problem here is that Mosadeq wants to know what happens 
to that portion retained by the Bank. The Bank can say that it is 
for final settlement, but Mosadeq would think this is too vague and 
there would be serious difficulty upon the point. The Secretary 
then outlined in general terms an alternative solution based in 
part upon Mosadeq’s own suggestion which was made to the British 
Chargé through an emissary, and in part upon certain statements 
which Mosadeq made while he was in the United States. The plan 
would involve an agreement upon compensation, the amount to be 
determined by representatives of the two parties. Dr. Mosadeq does 
not want a Board including a third member. Indications are that 
Mosadeq would accept for compensation a figure of £100,000,000, 
plus the £42,000,000 now held by AIOC as royalties due the Iranian 
Government under the unratified supplementary agreement. He 
would waive counter claims under such a plan, and thus total com- 
pensation might be established in the neighborhood of the equiva- 
lent of $400,000,000. Mosadeq has suggested that he would agree to 
pay full compensation in oil before sales are made for the account 
of the Iranian Government. This would involve the International 
Bank not only bearing the cost of production in the period during 
which compensation shipments were made, but the Bank would 
also be asked to support the Iranian economy during that period. 
This would impose a very heavy burden upon the Bank, and it is 
not likely that they could agree. The scheme, however, might be 
used as a basis for working out something better. For example, 
sales of oil at an agreed discount price might take place simulta- 
neously with deliveries of free oil as compensation. In this way the 
revenues could support the cost of operating the industry and pro- 
vide some funds to the Iranian Government to meet its needs. 

Mr. Eden said that he had not seen the plan suggested by Dr. 
Mosadeq’s emissary to the British Embassy and was shown, by Mr. 
Burrows, a copy of a pertinent telegram. Other British representa- 
tives present likewise appeared unfamiliar with the communica- 
tion. 
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The Secretary commented that our concern is that if the Bank 
continues upon the basis of its present proposal, and that is reject- 
ed, then we are in bad shape. It would be desirable if the Bank 
could have more flexibility. The present position of the Bank is 
based primarily upon an interim solution and not a long-range so- 
lution, the idea being that if it could get the industry going for a 
period of two years, the situation might meanwhile change for the 
better and the chances for future settlement would be enhanced. 
Mosadeq, however, might not be willing to accept any arrangement 
under which disposition of a portion of the proceeds from oil sales 
remains in question. We should, therefore, be thinking about an al- 
ternative solution which would establish an amount of compensa- 
tion and arrangements for running the industry until compensa- 
tion is paid. It would be necessary, at the same time, to have an 
agreement upon the discount at which additional quantities of oil 
are to be sold. An important question is what happens at the end 
when the compensation has been paid. The Iranian Government 
would then own the properties and the British would have received 
the equivalent of $400,000,000. However, with the compensation 
payments the British could develop additional refining capacity 
somewhere else where there is a more reliable source of crude oil. 
Under those circumstances, the question which must be carefully 
considered is whether Mosadeq would be in a position where he 
would be able to sell oil at prices which would endanger the estab- 
lished oil industry or whether his position would be weaker by 
virtue of the increased productive capacity which will have been 
created. There is a danger that he might seriously prejudice the 
international oil business. On the other hand, substantial competi- 
tion would have been built up against him. The alternatives to 
such a course might likewise present very real dangers, perhaps 
greater and certainly more imminent ones. The oil concessions 
throughout the world are in trouble in any event as a result of the 
situation that has been created in Iran. This whole matter requires 
very careful study. 

Sir Leslie Rowan expressed the view that the essential feature of 
any deal must be arrangements for the sale of oil. The United 
Kingdom views the current problem from a much wider point of 
view than in relation to Iran alone. The 50-50 principle is extreme- 
ly important and must emerge quite clearly from any settlement; 
otherwise the entire oil industry is in trouble. There are various 
ways of evolving a settlement which would meet this principle and 
he does not know what plan the IBRD has in mind, since it has 
only established general principles. He felt that the acceptance of 
the principles is an essential condition to working out a detailed 
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plan; otherwise the plan could do substantial damage on a much 
broader scale than Iran alone. 

The Secretary said that it is very important to keep the discus- 
sions with Iran going and not to reach a dead end. The 50-50 prin- 
ciple is important, but in order to say whether the 50-50 principle 
is valid, one must know within what context it arises. If, for exam- 
ple, Iran had funds in England with which to pay in cash for the 
oil installations which it had nationalized, the 50-50 principle 
would have no validity. Since it cannot pay in cash but must pay 
out of oil resources, an essential point is that there must be effec- 
tive management under which compensation payments can be as- 
sured. Moreover, if the IBRD put substantial sums of money in 
Iran they must insist upon effective management in order to secure 
their investment. The question is of what things you talk about at 
what points. Mosadeq says that he wants to know what happens to 
that portion of the revenues from oil sales which is held by the 
Bank. One way of clarifying this position is to inject the element of 
compensation. 

Mr. Nitze commented that there are two ways of approaching 
the Iranian problem. We could start out with a set of principles 
and then come down to a specific proposition, which might be quite 
unsaleable, and would cause grave consequences. Another approach 
would be to lay aside general principles and to decide what might 
constitute a practical solution to the difficult problem. That is the 
approach that we think wise at the moment. The suggestion out- 
lined by the Secretary would involve the payment of $400,000,000 
in compensation, plus a continuing discount of, say 25 percent, on 
oil. This would result in approximately a 40-60 percent division of 
profits. If the discount must be something less than one represent- 
ing a 50-50 split of profits, it would certainly not be good; but on 
the other hand present arrangements in other countries do not uni- 
formly provide for an equal sharing of profits. Indonesia and Ven- 
ezuela were cited as examples. Even if no arrangement is made 
with Mosadeq, we are headed for deep trouble elsewhere. It is 
worth exploring something within the realm of possibility and 
moving forward upon that, rather than insisting upon general prin- 
ciples which could never be sold to Mosadeq in the absence of a 
specific proposition. 

Mr. Eden stated that, regarding price, he felt the Bank should be 
permitted to make their proposal and the British could then say 
whether it would be acceptable. 

The Secretary said that the Bank’s present plan would make the 
actual price relatively unimportant. The Bank is endeavoring to 
find a way to get some portion of the sales prices back to the 
people who buy the oil, and in doing so they are maintaining the 
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50-50 principle in several ways. First, 50 percent is held for ex- 
penses and final settlement and, second, the remaining 50 percent 
is again split in half. Under their suggestion of withholding a sub- 
stantial portion of the proceeds they would confuse the ultimate 
question of price. The Secretary commented that he entirely en- 
dorsed the idea of giving the Bank an adequate chance to develop a 
plan and to try to sell it, but that we should be considering now 
what next moves might be made. 

Sir Roger Makins commented that if it should become known 
that we were considering new steps to be taken following any rejec- 
tion of the Bank’s plan, the chances of its rejection would be great- 
ly increased. He said that if a scheme could be developed which 
would be found satisfactory to the British, that in itself would be 
compensation and we would not need to be concerned with pay- 
ments by the Iranian Government. 

The Secretary disagreed with this approach and said that what 
we have been trying to do is to translate compensation into a new 
scheme for the production and sale of oil, but Mosadeq has made it 
fairly clear that this will not work. What Mosadeq wants is for the 
British to be paid off so that at some point he will have completed 
his obligation in the matter of compensation. 

The Secretary continued by saying that if it is not possible for 
the Bank to sell its plan, we must consider the next step. Garner 
wiil undoubtedly ask the British and ourselves what he should do. 
He will want to know if he should take to Iran with him only the 
plan which he has developed, and if it fails whether he should 
come home. If there were unlimited time available in which to 
work out a solution, he might be advised to do that. However, there 
is not enough time. The situation in Iran cannot go on indefinitely 
without incurring the very real danger that a solution will come 
too late. It is best to have alternates. Garner will certainly want to 
know whether or not there are other moves which might be made. 

Ambassador Franks expressed concern that there is enough dif- 
ference in the British and American political assessments to make 
it difficult or impossible for us to come to an agreement upon the 
precise steps which should be taken. The British believe that 
whether or not a settlement is made, the result would probably not 
be a catastrophe. They say, however, that conditions would contin- 
ue to deteriorate and that some danger would be involved. They 
know that there are United States interests in Iran as well as Brit- 
ish, and that those interests would inc. the same risk. The Am- 
bassador commented that in Persia th often encounter serious 
threats, but they seem never to go over tie cliff. They continue on 
in one way or another. The United States has been more alarmist. 
The difference between our respective views is largely responsible 
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for our different approaches upon the oil issue. The basic British 
thinking upon the oil question is that they must keep their hands 
on all or most of Persia’s oil. This is a question of a hard physical 
asset, and the position is based upon the principle that those who 
have oil to dispose of have a very great facility, particularly under 
world conditions as they are today. 

The primary condition of any solution is therefore a condition re- 
lating to the sale of oil, the Ambassador continued. The outcome 
must be that the United Kingdom has its hands upon all or most of 
the oil produced by the Iranian industry. Beyond that the British 
want to pay for the oil in a manner which is satisfactory to them 
which means they want to pay for it in sterling since dollar pay- 
ment would impose an unbearable hardship upon the British econ- 
omy. Further, the British insist upon paying a price for oil which 
gives to them as big a profit as is reasonable. In these circum- 
stances, the question of compensation is relatively unimportant. 
Under any arrangement, the British must be satisfied, however, 
upon these three essential elements. 

Ambassador Franks, continuing, said that the United States is 
worried over the situation in Iran and in their alarm would shade 
any possible solution in favor of Iran. They think that the future of 
Iran is very black indeed and that a sacrifice is worth while in the 
common cause. The United Kingdom feels more inclined to insist 
upon the 50-50 principle and upon arrangements which otherwise 
would do minimum danger to its position. We have been talking 
about various devices for possible agreement, the Ambassador said. 
If we could reach substantial agreement upon the situation in Iran, 
the details of an arrangement upon the oil question could, he was 
confident, be worked out. He was, however, troubled by the 
thought that British and American talks upon a solution to the oil 
question per se would immediately raise the problem of political as- 
sessment and this would make it unlikely that we could agree on 
what kind of settlement should be accepted. He emphasized that 
the British hold on the oil is something that they are prepared to 
go a long way to secure. It should be possible, even granting our 
respective pre-judgments upon the situation in Iran, to agree upon 
assessment of whether or not the fall of Dr. Mosadeq would present 
a catastrophe. If it would not, the United States should back the 
British position to a much greater extent. If, on the other hand, the 
United States representatives were to persuade the British that the 
American views more accurately represent the situation, the Brit- 
ish should be prepared to yield to the United States position. 

The Secretary said that he agreed in large part with what Am- 
bassador Franks had said, but not all. He agreed that the differ- 
ence is in the political estimate but he was impressed by the fact 
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that the differences between our two embassies in Tehran are not 
so great. If Iran did not occupy its peculiar geog saphic location, the 
problem would be much easier. It is not as though we were dealing 
with a country remote from the Soviet Union. It is in a bad spot. 
We could not agree with the latter part of what Ambassador 
Franks had said. The Secretary emphasized that it is the refining 
capacity which is of such great importance at the moment since 
the British have access elsewhere to plenty of oil in its raw stage. 
By increasing their refining output somewhere else, the British 
would make it considerably more difficult for Iran to sell its oil, 
and the question arises as to what would happen to the Iranian in- 
dustry under those circumstances; whether it would be a maverick 
which would upset the entire oil business, or would act sensibly in 
its own interest. 

Sir Roger Makins stated that the British are prepared to “play” 
much longer than we are. The British estimate is that Mosadeq 
will be compelled to accept a satisfactory arrangement sooner or 
later. They are perfectly prepared to have the Bank proceed with 
its efforts, but they do not want to confuse the Bank by considering 
now some other scheme before the Bank is given the “full run”. 
After two or three months, if the Bank is not successful, something 
else might be tried. 

Mr. Eden inquired concerning our views as to what will happen 
in Iran in the absence of an oil settlement. 

The Secretary said that we do not say that Iran would collapse 
immediately, but the result would be a gradual weakening of the 
economy. A series of changes of Government might be expected, 
which would result in increased influence of the Tudeh party. The 
Secretary asked Mr. Rountree to comment upon this point. 

Mr. Rountree said that our concern does not relate to the future 
of the Mosadeq Government, as it is quite possible that increased 
economic pressure might eventually cause its fall. Whether Mosa- 
deq or any other Prime Minister is in power, however, Iran soon 
will be faced with four alternatives: either they must come to an 
agreement upon the oil issue, which would permit a resumption of 
oil revenues through sales to normal customers; obtain financial 
assistance from the United States in order to prevent the collapse 
of the economy; sell oil to new customers, which would certainly 
mean sales to the Iron Curtain countries; or look to the Soviet bloc 
for economic assistance and a modus vivendi. In the absence of an 
oil settlement or of American economic aid, the Communists in 
Iran would have powerful arguments of persuasion for turning 
Iran to the Soviets. This pressure, accompanied by an extremely 
difficult economic situation, which would soon result in civil serv- 
ants and the Army going unpaid, could not fail to result in very 
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substantial Tudeh gains and the Tudeh might soon take over one 
way or another. An immediate problem which arises from the fail- 
ure of Iran to sell its oil to normal customers or to receive financial 
aid from the United States is that Iran is considering the sale of oil 
to Czechoslovakia and Poland. While such sales could be only in 
small quantities, any would raise the immediate problem of the 
Battle Act.* The necessity of withdrawing American aid as a result 
of this situation would eliminate any influence that we have in 
Iran and would make the job of the Tudeh much easier. 

Sir Roger Makins commented that the British estimate of this 
situation would be different, particularly regarding the ability of 
Iran to sell and have delivered any quantities of oil to the Satel- 
lites. He said the main problem here seemed to be our own legisla- 
tion. 

Mr. Rountree said that we did not estimate that there was the 
capability of delivering large quantities, but delivery of any quanti- 
ty not only would raise the question of the Battle Act but would 
establish a trend which might be difficult to stem. 

The Secretary said that we of course have no way of knowing 
that these things will happen, but we feel that there is a real 
chance that they will happen. 

Sir Leslie Rowan commented that while the Americans are un- 
certain as to what might happen if no arrangement is made, from 
the British point of view they feel certain what will happen if a 
bad arrangement is made. The effect on other British arrange- 
ments would be catastrophic. 

Sir Roger Makins said that the consequences of submitting to 
blackmail would be grave. Mosadeq has deliberately broken an 
agreement and the British are determined not to get back at the 
expense of other external British positions. 

The Secretary stated that there is no question that if we have a 
bad settlement, we will have trouble. The point is that we must 
find a settlement with which we can live. He then suggested that 
Mr. Eden might wish to have Sir Roger Makins and other British 
representatives meet with Messrs. Nitze, Berry, Rountree and 
other appropriate American officials to discuss this matter in more 
detail. 

Mr. Eden agreed to this and suggested that arrangements be 
made for such a meeting. 

Since Sir Roger will not be available until Tuesday, January 15 
tentative plans were made for a meeting on that day.® 





*See footnote 2, Document 137 

*No record of a meeting with Makins on Jan. 15 has been found in Department of 
State files. However, on Jan. 17, Makins, Christelow, Rickett, and Burrows met with 
Nitze, Thorp, Berry, Raynor, Rountree, and Ferguson to discuss Iran; see Document 
146. 
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The Director for Mutual Security (Harriman) to the Deputy 
Secretary of Defense (Foster) 


TOP SECRET [WasuincTon,} January 10, 1952. 
My Dear Mar. Foster: | refer to your letters to me and to the 
Secretary of State, dated January 8, 1952, in which you suggest a 
course of action by the President designed to deal with 
the failure of the Iranian Government to give us the assurances re- 
quired by Section 51l(a) of the Mutual Security Act of 1951." 
Since the receipt of these letters, further discussions on this sub- 
ject have been had with representatives of your office and of the 
Department of State. As a result of these discussions it has been 
mutually agreed by all agencies concerned that the proposed course 
of action should not be recommended to the President at this time. 
Accordingly, I shall not bring the matter to the President's atten- 
tion.” 


W. A. HARRIMAN 





‘See footnote 3, Document 141 

*On Jan. 12, Frank C. Nash sent a reply to Harriman informing him that the 
Department of Defense had taken appropriate action to hold in abeyance further 
shipments of military aid to Iran in conformity with the provisions of Section 51 l(a) of 
the Mutual Security Act of 1951. (GTI files, lot 57 D 529, “Military Aid, 1950-1954") 





No. 144 
WRK 2553/1 1252 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY TEHRAN, January 12, 1952—11 p. m. 


2598. Prudhomme and Rieber of IBRD plan leave Jan 13 for 
Paris where they hope meet Garner. In contrast to generally un- 
friendly tone of Iran press towards bank they reported cordial re- 
ception during entire visit and complete satisfaction with trip to 
oilfields and refinery. 





‘Repeated to London 
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They have indicated briefly and confidentially to us in private 
conv that their report to IBRD will include fol: 


1. Nationalization Iran oil industry is irrevocable. 

2. Neither Mosadeq govt nor any govt likely to succeed in fore- 
seeable future will permit AIOC in any guise or Brit techs return 

3. Iran Govt prepared talk compensation but may present 
counter claims which will equal or exceed Brit claims. 


to 25 million tons annually erode und eld te refineries, except 
for new catalytic cracker and lubricating oil plant, to extent permit 
refining up to 5 million tons year. 

From convs with us we obtain impression their conclusions are: 

1. IBRD wid find it difficult assist other than in org internat! 
purchasing company to buy oil for sale to world markets. 

2. This wid be possible only if Brit Govt and AIOC wid agree, 
which t likely only if ques compensation for AIOC property 

iously settled. Therefore first problem to be settled is compen- 
sation. 

3. In interest of world peace every effort shid be made save Iran 
from econ and polit chaos. This calls for recommencing oil reve- 
nues thru revival of oil industry at least to extent Persians them- 
selves able operate it. 

4. Brit shid be urged not to boycott Iran oil or otherwise obstruct 

5. It wid be to disadvantage world oil trade have Iran oil dum 
on market. Therefore major oil companies, particularly AIOC, shid 
cooperate to absorb Iran exports. 

6. There shid be no difficult tech problems construct pipelines 
from oilfields to Caspian. 

We are not really surprised at way in which these experts are 
thinking. Except for ability of Iranians to operate industry with re- 
spect to which we have not had tech knowledge to judge their con- 
clusions in gen are not too different from those held by this mis- 
sion. 

Since this info given to us informally in personal conv and as 
IBRD reps may not incorporate all views expressed in formal 
report we ask it not be given to bank or to Brits. 

HENDERSON 
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WH 101-1552 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET NIACT Tenran, January 15, 1952—6 p. m. 


2640. 1. We have been giving much thought to problem of rapidly 
deteriorating sitn in Iran, particularly in view Mosadeq's statement 
that unless foreign financial aid recd there will be revolution in 
Iran within 30 days.* We believe Mosadeq now making his greatest 
gamble. Win all or lose all. He hopes if he can obtain US finan aid 
he will become even greater nat hero; he will have triumphed 
again over Brit; bari‘e.s which are holding Iran oil away from 
world market might begin crumble. If no fon aid forthcoming he 
may be overthrown at last moment by frightened Majlis or as 
result some kind of coup, or Iran may drift into chaos and disorder 
out of which may evolve various kinds of regime, most likely one 
controlled by Sov Union. He is toying with idea by trying persuade 
Russia come to Iran's assistance in case US and UK stand firm, but 
is not too hopeful Russia will do so. He realizes Russia has good 
chance take over Iran without expenditure any resources or funds. 
Nevertheless, if he shid give up hope receiving immed budgetary 
aid from US, he might not hesitate, regardless eventual conse 
quences, consummate dea] with Russia which might enable his 
govt carry on for time. He is keeping his eye on opposition which 
had been making some gains in Majlis and is preparing to meet 
interpellation scheduled for January 22. His two notes to Brits, one 
protesting at interference in Iran affairs, and other asking for clos- 
ing Brit Consulates, were clearly written in order that issue of de 
bates on 22nd wid not be whether his govt is good for country, but 
whether Majlis wid back him in his new dispute with Brits. In 
present temper country, opposition not likely dare do anything 
which might be interpreted as def Brit. Similarly, we believe his 
attempt to place five day limit on receipt reply re US willingness 
give finan assis (Embtel 2609, January 14°) was based in part on 
hope he cid annihilate what might be left of opposition on 22nd by 
announcing US assis at hand. 





‘Transmitted in three sections and repeated to London 
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2. We have some hesitation recommending what action US might 
take at this crucial juncture. We have tried keep Dept informed de- 
velopments day by day. Dept has understanding US public senti- 
ments, of attitude intn! oil circles, of intricacies of tech oi] prob 
lems and of position UK which we do not possess. Nevertheless, we 
and be able correct our thinking. 

3. We believe risk sitting tight and letting events take their 
course too great. Mosadeq in his present mood might well prefer 
chaos and revolution to what he wid consider as capitulation to 
Brits. His demands have become progressively steeper. He is not 
likely retreat. On contrary we believe he will rely increasingly on 
anti-Brit and anti-fon moves in order arouse emotions and to dis- 
tract public attn from weaknesses in his own govt. In our opinion: 

(a) He has so far he will not to return AIOC or 
any other Brit oil co to Iran, and is not li agree permit any fon 
controlled oil co operate in Iran. He is now firmer than ever before 
in determination that Iran oil co wil‘ operate oil industry and that 
aa ee ants ton Persea ult pw on 

t co 
ty IOC and'by other ol on anxious to malntain a 
and other oil cos anxious to maintain so- 
discounts we understand about 40 
o_ Recently bd 7 pede by ms . 
anu- 


ae Sepa Sayer cae of 25 percent (Embtel 260 
ary 13).* 

_c) He would like have agrmt with Brit re amt compensation He 
has made several suggestions this connection and is alleged in pri- 
vate convs to have stated amt shid be determined by direct negots 
without participation of neutrals (Embtel 2260, December 19).* 


4. Mosadeq’s attitude re oil may be unreasonable. Nevertheless, 
it is factor to be considered in connection with formulating decision 
whether or not US shid assist Iran financially just now. It seems to 
us it wid be extremely difficult in present intn! sitn give financial 
aid Iran unless that aid shld be accompanied by measures which at 
least give promise of ending oil deadlock. Furthermore, giving such 
aid without such promise wid not be likely solve Irans finan prob- 
lems; it wid merely mean possible postponement crisis. Therefore, 
our suggestion is that arrangements be made for extension as soon 
as possible financial aid to Iran in form loan extended thru US 
Govt, possibly MSA funds or thru Exim Bank, or thru Int Bank, 
such loan to be at low rate interest and to be paid over long term 
from oil revenues; that such loan be made only on conditions simi- 
lar to those outlined in fol para. 





‘Not printed 
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6. We realize it will mot be easy prevail on Mosadeq or Brit 
accept such arrangements. Furthermore AJOC and other oil cos 


may balk. If Mosadeq shid refuse and offer no reasonable alterna- 
tive it might be difficult give effective help Iran so long as he re 
mains in power and US might be compelled make that clear and at 


same time prepare for consequences which might include Iran 
Iran, and possibly even loss Iran to free world. Last eventuality un- 
pleasant, but we might find ourselves unable to prevent it without 


arousing indignation in US and elsewhere which might 


to arms. If offer so generous publicly made to Mosadeq and refused 


by him, many elements this part world, including some in Iran, 
which have been looking with suspicion on West world, might 


become convinced oil dispute not merely another manifestation 


treatment of US similar to that given to Brit, further unrest in 
our present and future aid programs elsewhere or without recourse 
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desire West continue exploit weak countries of ME. Brit shid un- 
derstand they wid be very lucky get as much out of AJIOC wreck as 
this arrangement might give them. If they go into this in right 
spirit, ignoring unpleasantness of past, they might gradually re 
store their prestige here. Oil cos shid understand if they refuse co 
operate they are running grave risks. They can not afford have Sov 
satellite on Persian Gulf. Neither wid it be healthfu! for oil busi- 
ness for such enormous quantities crude oil as Iran apparently can 
produce without fon aid to be lying alongside wharves available for 
dumping at any moment. Stockholders of oil cos may not profit as 
much from Iran oil bought at say $1.22 barrel as from that deliv- 
ered to them by their own producing orgs at cost of say $1.00 
barrel. Nevertheless, they can make fair profit and at same time 
contribute to world security. There shid be no serious worry about 
50-50 formula. Iran not likely make any great profit as result na- 
tionalization for some time since its production will have been re- 
duced and it will probably be compelled make payments for com- 
pensation and loan for number years. 

7. Altho we have tentatively suggested arrangement be in effect 
during 1952 provision could be made continuance from year to year 
of purchase at least 15 mil tons until loan and compensation liqui- 
dated or until some other satis arrangement could be made for set- 
tlement debts and compensation. 

8. We are not making suggestions just now re amt loan. That is 
detail to be worked out if our suggestions seem offer any basis for 
meeting present sitn. Loan might be made in installments; certain 
amt to be made at once to tide Iran over for (say) three mos; second 
instal \ment to be paid (say) about May |. Also, we are making no 
suggestions here re method repayment loan. Such repayment could 
be effected by adding on addt! discounts. If oil in storage could be 
sold and production resumed immed perhaps relatively smal! loan 
would suffice. 

9. We realize that even if Dept should try to work out plan along 
lines suggested it would be extremely difficult to perfect it to such 
extent as to be able present it in negotiable form to Mosadeq 
within limited time our disposal. Probably would be nec for matter 
not only to be refined and cleared with Dept but also with Brit, 
with appropriate bank, with oil cos, etc. Nevertheless, might be 
possible accomplish much more rapidly if all parties given under- 
stand ermergency nature sitn. We could of course offer Iran say $20 
mil to tide it over for two mos with statement that we are working 
on our own plan for at least temporary solution oil prob and that 
unless Iran can give us full coop in solution this prob we would not 
be able assist it further after expiration two mo period. One draw- 
back this course would be that if Iran should once get taste Amer 
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dole its resentment against us would be much greater if that dole 
should be cut off without any substitute income in sight. 
10. We doubt that it would be possible for Dept to make any sub- 


giving matter its urgent consideration, and would endeavor to get 
reply to him at earliest possible moment.* 





*On Jan. 17 the Department instructed Ambassador Henderson to inform Prime 
Minister Mosadeq that the U.S. Government would be unable to respond to his re 
quest for financial assistance as rapidly as he wished. Moreover, the Department did 
not want Henderson to convey this information to Mosadeq as a personal message 
from the Secretary of State, et ee ee ee 
the mistaken impression that the United States was impressed by his “ultimatum”. 
(Telegram 1448; 888.10/1-1552) Henderson reported on Jan. 18 that he conveyed this 
message to Mosadeq, who expressed appreciation and said he could wait for several 
days for a reply; but that, if necessary, he was prepared to take emergency meas- 
ures to sell oil, even at half price to various prospective buyers, including the Soviet 
Union. (Telegram 2694; 888.10/1-1852) 





No. 146 
Editorial Note 
After a January 17 meeting on Iran between United States and 


British officials led by Paul Nitze and Ambassador Makins, the fol- 
lowing exchange took place: 


“After the ing, Sir Roger Makins and Mr. Nitze had a private 
conversation. Mr. Nitze ex concern that the United States 
and the United Kingdom been dri further apart on the 


Iranian question during the last few mon He said that if the 
United tes had this responsibility, that fact should be estab- 
lished in order that the United States could conduct itself in a re- 
sponsible manner. The United Kingdom Government seemed to be 
becoming convinced that the United States was excessively cata- 
wo in its appreciation of the Ireaian situation. On the other 
the Uni tes Government was becoming convinced that 
the United Kingdom foresaw no solution for the 5 ee situation, 
had given up hope and had in fact dumped in the United States lap 
the responsibility for whatever action might have to be taken to 
prevent Iran from going over to the Communists. 
“Sir Roger Makins said that he understood this point. He went 
on to say that while he did not wish to mention the matter before 
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of Central Intelligence, to Rear Admiral R. L. Dennison, Naval 
Aide to the President 


TOP SECRET WasuincrTon, 18 January 1952. 


The Director of Central Intelligence asks that the attached 
memorandum be shown to the President.' 
J. S. EARMAN 


[Attachment] 


Memorandum by Paul A. Borel, Office of National Estimates, Cen- 
tral Intelligence Agency, to the Director of Central Intelligence 
(Smith) 


TOP SECRET WasHiNncTon, 17 January 1952. 
Subject: Mosadeq’s Demand for Emergency US Aid 

On 13 January Premier Mosadeq presented US Ambassador Hen- 
derson with a demand for immediate US emergency financial as- 
sistance to cover his government’s current budgetary deficit of ap- 
proximately $10 million monthiy.2 Mosadeq asserted that without 
this assistance “Iran would collapse’”’ within 30 days and the Tudch 
would take over the government. Mosadeq added that if US assur- 
ances of aid were not given soon (he first mentioned five days), he 
would be forced to seek Soviet assistance. 

Emervency funds now available to the government will almost 
certainly be exhausted before mid-February. Although Mosadeq 





'The following handwritten notation appears on the source text: “I do not think 
that we should make this advance now. Hlarry) S. Tiruman]’. The following typed 
notation also appears on the source text: “1-25-52—President said he talked to the 
Secy. of State—no letter necessary. Rose A. Clonway].” For the Department of State 
instructions to Tehran conveying the President's wishes, see Document 152. 

*See footnote 2, Document 145. 
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could in theory avert a financial crisis for a considerable period 
after that without foreign assistance, it was to be expected that he 
would make a strong plea for US emergency aid because: (1) the 
internal measures necessary to avert a financial crisis would evoke 
strong political opposition; (2) emergency US aid on his terms 
conservative opposition, and postpone the necessity of his coming 
to grips with the oil question; and (3) US aid would tide him over 
until after the scheduled elections when he would be in a stronger 
position to obtain Majlis support for the fiscal measures required to 
ease the government’s financial position. These considerations, 
therefore, may have induced Mosadeq to couch his request for US 
aid in the strongest possible terms in the hope of convincing the 
US that immediate financial assistance to the Mosadeq regime is 
the only alternative to Communist control of Iran. 

Although Mosadeq may have exaggerated the urgency of the sit- 
uation confronting him, it is most unlikely that the Mosadeq gov- 
ernment will be able to meet its financial obligations beyond the 
beginning of March unless it adopts effective internal financial 
measures or unless it receives aid from the US or the USSR. 

If denied US aid, Mosadeq almost certainly will press forward 
with negotiations now under way with Czechoslovakia and Poland 
for the sale of some two million tons of Iranian oil, and will prob- 
ably also seek oi] deals with other members of the Soviet bloc or 
with the USSR itself. However, it is unlikely that the Soviet bloc 
could provide enough tankers to move financially significant quan- 
tities of oil from Iran, and thus the sale of oi! to the Soviet bloc 
would probably not provide Mosadeq with a lasting solution of his 
financial problems. Moreover, although the USSR might be willing 
to provide Mosadeq with limited advances against future oil deliv- 
eries in the hope of scoring a major psychological triumph which 
would improve Tudeh’s chances of ultimately coming to power, we 
do not consider it likely that the USSR would be willing to give 
Mosadeq sufficient financial assistance to enable him to stabilize 

If Mosadeq fails to get prompt financial assistance from the US 
or the Soviet bloc, an internal crisis will probably develop rapidly, 
even if not within the next 30 days. Mosadeq has only an even 
chance under present conditions of obtaining Majlis authorization 
for the necessary emergency financial measures and there is an in- 
creasingly strong probability that he may not even attempt to do 
so. He might well postpone such action until conditions have dete- 
riorated to the point where he could no longer control the situa- 
tion. 
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We do not believe that such a crisis would result in immediate 
assumption of power by Tudeh, as Mosadeq has intimated. It is un- 
likely that the Tudeh will gain enough strength during the next 
two or three months to take over the government by force. There 
remains an even chance that the Shah and the conservative ele- 
ments would take over the government in the event of Mosadeq’s 
downfall in the next month or two as a result of a financial crisis. 
If the conservatives do not act, however, or if they do not adopt suf- 
ficiently strong measures to control civil disturbances, the opportu- 
nities for Tudeh seizure of power in parts, or all, of Iran would sub- 
stantially increase. 

Unless Iran's oil revenues are restored, emergency US aid would 
do little more than postpone a crisis, and the trend toward econom- 
ic and political deterioration in Iran would continue, even though 
at a reduced rate. It is unlikely that receipt of US emergency aid 
would induce Mosadeq to cooperate with other US measures for 
strengthening Iran economically or militarily. Moreover, such US 
aid to Mosadeq would not only tend to alienate the British but 
might discourage the Shah and the conservative opposition, there- 
by reducing the chances for a more amenable government's coming 
to power. 

Ambassador Henderson has suggested that US emergency aid 
might be made subject to an oil agreement on terms somewhat 
more generous to Iran than those previously discussed. Such a solu- 
tion would require strong pressure being brought to bear on the 
British, the AIOC, and the other Western oil firms. Moreover, we 
believe that in view of Mosadeq’s increasing obduracy not only on 
the oil question but toward the UK and the US, there is only a 
remote chance of obtaining his agreement to a proposal which did 
not meet all his previously stated demands. 

For Assistant Director, National Estimates: 
Paut A. Bore. 


No. 148 
MAK 10/1-1852 Telegram 


The Charge in the United Kingdom (Penfield) to the Department of 
State’ 


TOP SECRET Lonpon, January 18, 1952--5 p. m. 


3136. Although we have gravest misgivings in principle to ex- 
tending financial assistance to an apparently irresponsible fanatic 





‘Repeated to Tehran 
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who has consistently jeopardized western interests, we nevertheless 
recognize dilemma which we are facing today in Iran and agree 
type of approach outlined Tehran’s excellent tel 2640 of Jan 15 is 
worth trying provided conditions outlined para 5, together with 
suggestions made below, are regarded as acceptable minimum. We 
wid go even further than para 4 reftel (“aid shld be accompanied 
by measures which at least give promise ending oil deadlock”) and 
recommend that granting of aid shid be made dependent upon si- 
multaneous resumption flow of oil. We feel this is vital, because if 
Mosadeg shid get his hands on American money and then welsh on 
quid pro quo we wid be as vulnerable to continued extortion as any 
other victim of blackmail and in addition it wid be publicly clear 
that we were yielding to blackmail and subsidizing continued irre- 
sponsibility, with resultant disastrous effect on US and British 
prestige. 

i foregoing background, submit fol specific comments 
reftel: 


1. As Tehran has recognized, this program will undoubtedly be 
difficult to sell to British, particularly since they wid have to con- 
cede points 3a and b, as well as reverse present refusal discuss com- 
pensation. National pride being consideration here as well as Iran, 
difficulty UK making concessions increases with every anti-British 
move made by M . If Mosadegq, as he professes, wants settle 
ment of oil problem with British, has certainly not in recent weeks 
followed tactics calculated to create desirable atmosphere. If we are 
to endeavor to sell this program to British, therefore, we must rec- 
ognize that our difficulties are going to be greatly increased if we 
have to do it in atmosphere of continued - pricking and brow- 
beating by Mosadeq. Embassy Tehran shid be in best position sug- 
gest how this problem can best be handled with Mosadeq. 

2. We do not think that program outlined para 5 reftel can be 
sold to British on basis 1952 alone and that wid be necessary revise 
b and e along lines para 7. 

3. We do not understand ref to “company or companies” in para 
5a and b. It is contemplated companies other than AIOC wid pur- 
chase oil at discount and, if so, what justification is offered AIOC 
or Iran for this procedure? 


While we recognize problem posed by time element, we neverthe- 
less consider it essential that any suggestions along these lines be 
discussed fully and frankly with British before any intimation 
given to Mosadeq in this connection, we wish point out that from 
recent conversations we have had with FonOff we gain no impres- 
sion of any particular alarm re situation in Iran. .. . We there- 
fore suggest we be authorized acquaint British with Tehran's esti- 
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mate of present financial situation, using in our discretion selected 
portions Tehran's 2609, Jan 14, and 2633, Jan 15.* 
PENFIELD 





*Regarding telegram 2609, see footnote 2. Document 145. 2633 is not 
ang Pree -1552) The Department responded to telegram 3136 from London on 
Jan. 19 instructing the Embassy not to initiate discussions in London on the topic of 
financia! aid to Iran, as the subject was being actively considered in Washington with 
the British. (Telegram 3423; 888.10/1-1552) 





No. 149 
ae8 00 TA/1-1952 Telegram 


The Ambassador in Iran (Henderson) to the Department of State 


TOP SECRET  #NIACT TEHRAN, January 19, 1952—11 a. m. 


2696. Totec. For Bingham from Warne. The Embassy has already 
described the serious financial situation confronting the Iranian 
Government and Mosadeq’'s reaction to this problem (see Embtel 
2609, Jan 14'). The Prime Minister is insisting upon an answer to 
his request for budgetary assistance in shorter time than it is prac- 
tically possible to work out positive response. There is, however, 
means of alleviating the Iranian problem and giving us three 
weeks to month more time to develop plan. I suggest that we im- 
mediately utilize the authority now available for advancing dollars 
to the Iranian Government for local currency required for the TCA 
program in Iran. 

We would immediately advance the full $6 million authorized for 
rial requirements of the program in Iran and simultaneously agree 
with the Iranian Government for the sale of the dollars for certain 
imports “essentia!"’ to the Iran economy particularly sugar. The 
rial proceeds of the dollar sales would be deposited to a US Govern- 
ment account with Bank Melli. We could assure the bank and gov- 
ernment that our rial requirements over the next eight weeks 
would be under (say) $500,000 and that the balance could be drawn 
on by the government as loan from Bank Melli. We would expect 
our account would be restored in balance prior to time actual re- 
quirements for rials occur. 

To put this transaction in action would require only advance ac- 
ceptance of provisions of bilateral agreement already proposed to 
Mosadeg. He has indicated willingness sign agreement subject cer- 





'See footnote 2, Document 145 
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tain changes we consider acceptable and have referred to you 
Embtel 2654, Jan 16.* 

The procedure suggested does not necessarily need to imply com- 
mitment for further assistance and it would provide at least partial 
solution to five important problems: 

1. It provides incentive for conclusion of basic agreement 

to initiate TCA program. 

2. It affords relief for Iran for an apparent critical sugar situa- 
tion. 

3. It serves a temporary relief for the financial stringencies of 

the government. 

ge ee en Pe See ee oe 
5. It answers the problem of more favorable exchange rate for 


the TCA program. 


Against these advantages the risk we run in advancing the full 
amount to the government at this time is the loss of the deposit in 
the event of revolution or complete bankruptcy of Iran. 

In such eventualities, the losses we would suffer would far exceed 
the monetary loss of $6 million. 

The suggestion is being advanced primarily because it offers 
means of meeting difficult situation quickly and without the neces- 
sity of additional authorizations or special arrangements. It pro- 
vides necessary assistance swiftly and inconspicuously. The Dept is 
therefore given additional time to develop alternative arrange- 
ments for longer period and to work out an understanding with the 
British. 

I cannot, however, emphasize too strongly that we must decide 
and act quickly. Time runs out here. If humanly possible need an- 
swers, if favorable on agreement and this proposal inside 24 hours, 
and also if favorable, similar fast action when requested on allot- 
ment advice. We anticipate if your advice on both counts favorable 
can conclude agreements in one day.* 

HENDERSON 





"Telegram 2654 reported on the negotiation of the TCA agreement that entered 
into force the next day. (888.00 TA/1-1652) Regarding this agreement, see footnote 
4, Document 141 

"The Department replied on Jan. 19, informing Henderson that since his latest 
proposal was an integral part of the larger question of economic aid to Iran, no deci- 
sion could be made on this matter until a position had been developed regarding the 
entire issue of economic assistance to Iran. (Telegram 1476; 888.00 TA/1-1952) 
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No. 150 
788.5 MSP/1-1952 Telegram 


The Ambassador in Iran (Henderson) to the Department of State 


SECRET PRIORITY TEHRAN, January 19, 1952—2 p. m. 

2705. 1. During my conversation evening Jan 18, with Mosadeg, I 
reminded him in previous conv he had said he wid like talk to me 
further re mil aid.' He replied really nothing new say. He had dis- 
cussed problem several days ago with Gen Zimmerman. He had ex- 
plained his sitn to Gen as he had to me; that he wid be glad to 
have US mil aid; that he wid be unable to enter into any commit- 
ments or to do anything which wid look like he was entering into 
commitments in return for such aid; that if US really believed Iran 
shid have mil aid and desired to give such aid it shid be able find 
means doing so. Gen had appeared agree with him. (This last 
remark shid be discounted since Mosadeq has habit assuming and 
indicating that person who does not enter into detailed argument 
with him re some point, has accepted his views re that point.) Mo- 
sadeq contd that in Iran there is strong feeling that if Iran shid 
align itself either with Sov bloc or with “free world” its security 
wid be endangered. He cid therefore take no action which might be 
interpreted as decision Iran throwing its lot definitely with free 
world without giving rise to popular indignation which might 
result overthrow his govt. Wide publicity had been given to 511 (a) 
in Iran; its provisions were interpreted to mean that any country 
accepting them was agreeing to join with other members free world 
in fighting Sov Union in case hostilities between Sov Union and 
any sector free world shid break out; he, therefore, cld not sign any 
doc or make any statement which cld be considered as agrmt re- 
quired under 511 (a) without giving Iran public and Russia impres- 
sion Iran had entered into mil alliance with US against Russia. 
Recent newspaper publicity had served to focus attn on problem 
mil aid. This rendered it still more difficult for him take any action 
re this matter without it becoming nat! issue. Perhaps after discus- 
sions had quieted down and atmosphere in Iran had become more 





‘On Jan. 14 Ambassador Henderson had reported that in his conversation with 
Mosadeq on Jan. 13, the Prime Minister emphasized his desire to have American 
military aid resumed. Henderson replied that he regretted that Mosadeq had been 
unable to work out some arrangement to make it possible for the United States to 
consider Iran eligible to receive this assistance under the Mutual Security Act. The 
conversation concerning military aid then ended Henderson's assessment was that 
Mosadeg was unlikely to change his attitude toward giving the necessary assurances 
to obtain military aid. (Telegram 2610; 788.5 MSP/1-1452) 
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receptive, he cld do something. In meantime he hoped US mil aid 
wid not be suspended. 

2. I told Mosadeq we were in no way responsible for articles ap- 
pearing in Iran press re problem US mil aid. Altho we had been 
sorely tempted issue press statements giving facts sitn, particularly 
because so many articles were appearing in press which were 
unfair and which were attributing base motives to US, we had nev- 
ertheless remained silent. | was sure that responsible Iranians ac- 
quainted with facts must regret way in which certain sections Iran 
press were misleading public and defaming US at time when US 
Govt was merely trying find some way within framework US laws 
to assist Iran in maintaining its integrity and independence. I then 
showed Mosadeq clippings from several newspapers, including one 
from organ of Mojpemi, one of Mosadeq’s closest associates. PriMin 
seemed well acquainted these articles and at first endeavored 
defend them as being in general accurate. He subsequently admit- 
ted they contained number discrepancies but still insisted their gen 
tenor was fair. 

3. Mosadeq and | again discussed ways and means whereby we 
might contrive to have mil! aid continue. He said again that only 
statement he wid be willing make was that if Iran shid be attacked 
it wid defend itself to last man. He was quite willing make such 
statement in Majlis in reply to questions from some Deputy if such 
statement wid satis US. He wid not however, make any other kind 
statement. He had already assured us that Iran was supporting 
principles, UN. It was not necessary to say that Iran was doing 
what it cld to strengthen its def capabilities since large expendi- 
tures from its meager budget for def shid prove that fact without 
any statement his part. 

4. As result this conv I have regretfully come to conclusion it wid 
serve no useful purpose for us endeavor to persuade Mosadeq to 
give assurances required under 511 (a), at least until after elections 
and new Majlis has been convened. or unless some development 
shid take place which wid change Iran attitude towards Western 
world, particularly US. 

HENDERSON 
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No. 151 
me 101-2252 Telegram 


The Secretary of State to the Embassy in Iran’ 


TOP SECRET Wasnincton, January 22, 1952—1:08 p. m. 
PRIORITY 

1485. Whole range current Iran policy questions receiving Dept's 
urgent attn. As you know, this subj discussed at top levels during 
Churchill's visit here, and US-UK working groups continuing mtgs. 
Fol reflect present US thinking upon several pressing aspects: 

Re Mosadeq's request US aid and implied threai turn to Sovs in 
absence favorable reply, Dept assumes that although econ situation 
admittedly serious urgency in his mind is directly related to his 
own polit position especially Majlis interpellation. Briefly, principal 
arguments favoring US finan assistance at this time considered to 
be (a) possible use aid as bargaining weapon in connection other as- 
pects problem such as settlement of oil controversy, 511 assurances, 
mil missions; (b) assurance that Iran economy will not collapse; (c) 
possible overall improvement Amer position in Iran; (d) avoidance 
possible reckless and disastrous action on part of Mosadeq. 

Arguments opposed this course wid be that aid (a) wid relieve 
principal pressure now upon IranGov for settlement of oil dispute; 
(b) wid represent signal victory for Mosadeq and cid be expected 
powerless than at present; (c) might be interpreted yielding to ex- 
tortion and thus increase Mosadeq’s obstinacy in dealing with US; 
(d) wid raise grave problem in our relations with Brit; (e) wid invite 
criticism US underwriting dispute between fon countries, settle- 
ment of which wid substantially reduce aid requirements of both; 
(f wid, in yielding to what might be interpreted as extortion, set 
unfortunate precedent and open door to similar demands by other 
small countries. 

On basis foregoing considerations Dept has concluded favorable 
response shid in no event be made to Mosadegq before expiration his 
“ultimatum” period, and without prior consultatien with Brit. 
Moreover Dept believes any such budgetary support must, as you 
suggest, be associated in some way with oil solution. Until, howev- 
er, position upon this question has been worked out it obviously is 
important that Mosadeq not get impression that US has entirely 





‘Repeated to London. Drafted by Rountree and Ferguson and cleared with H 
Freeman Matthews, Deputy Under Secretary of State, Willard L. Thorp, Assistant 
Secretary of State for Economic Affairs; G. Hayden Raynor, Director, Office of Brit- 
ish Commonwealth and Northern Europear Affairs; Charles E. Bohlen, Counselor; 
as well as with Nitze, Merchant, and Ohly 
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negative attitude. Dept’s suggested interim reply to Mosadeg 
(Deptel 1448 Jan 17) drafted in light these considerations and 
bearing in mind unwisdom implying too much optimism re final 
outcome. 

Dept hopes soon to have more definitive view concerning manner 
in which budgetary support might be related directly to oil ques- 
tion, and possibility rendering some form budgetary assistance as 
suggested Embtel 2696. In this case Dept will tele nature of sug- 
gested approach to Mosadeg. 

FYI, in Wash discussions with Brit principal US objectives have 
been (a) to impress upon Brit dangers in Iran situation and possi- 
bility that continuation of present trend without oil settlement or 
US finan assistance wid involve imminent danger that Iran will 
collapse or wittingly turn to Soviets; (b) to point out that Mosadeq’s 
internal polit position appears to be as strong as ever with no indi- 
cations that he will fall, consequently advisability dealing with him 
if at all possible; (c) to demonstrate that even if Mosadegq shid fall it 
is unlikely any successor cid negotiate an agreement which wid be 
wholly satis from Brit point of view; (d) to make Brit aware that 
US may feel compelled in near future to take action designed pre- 
vent collapse Iran econ in absence successful conclusion oi] agree- 
ment; (e) to obtain Brit agreement that US and UK reps shid joint- 
ly evolve plan which it shid be possible to persuade IranGov to 
accept, such plan to be used by us in guiding IBRD in proposals it 
soon will formulate. This connection, plans also must be formulat- 
ed in case IBRD approach fails; (f) to point out to Brit that while 
we believe US approaches to Mosadeq shid not indicate great 
alarm or urgency, we do in fact feel great urgency in finding agree- 
ment with Brit upon our respective policies and objectives in Iran. 

We have advised Brit that we believe agreement upon compensa- 
tion probably indispensable part any workable plan, and have sug- 
gested possibility that realistic compensation figure might be estab- 
lished contingent upon IranGov agreeing give discounts upon sales 
of oil. Taken together, compensation and discount might make it 
possible to work out finan arrangements which wid make commer- 
cially feasible Brit agreement purchase oil and wid not have seri- 
ous adverse effects upon arrangements elsewhere. 

In gen, Brit have taken less alarmist view concerning possibili- 
ties chaos Iran and continue believe good settlement can eventual- 
ly be reached if Brit and US both “stand firm”. In any event Brit 
admittedly prepared assume much greater risk in Iran than US. 
They have stated, however, that they prepared to deal with Mosa- 
deq on any reasonable basis and have agreed to continue joint US- 





*See footnote 5, Document 145 
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UK discussions on possible solution. Next session sched Jan 23." 
Minutes of mtgs thus far and statement US position have been air 
pouched. 
Re other aspects current problems, Dept agrees ur estimate 
(urtel 2705 Jan 19) continued pressure upon Mosadeg to give 5lla 
assurances wid serve no useful purpose. Dept has been considering 
advisability of discussing with Cong possibility of exception in case 
of Iran im order permit resumption mil aid programs. We are 
aware of real polit problems with which Mosadeq presented this 
connection, and our judgment wid be that any IranGow wid find it 
difficult under present circumstances to comply with legis. On 
other hand the difficulties involved in granting an exception to 
only one country are obvious, the least of which wid not be the 
danger of adverse Cong and public reaction in US. Dept wid, there 
fore, appreciate ur advice whether we shid let present situation 
continue for time being or whether any such special course shid be 
pursued, bearing in mind advisability of US not showing undue 
concern over continuation Amer aid to Iran. 
Dept most appreciative ur ‘horough reports and thoughtful anal- 
yses as well as manner in which you have handled Mosadeqg. We 
agree risk sitting tight and letting events take their course is too 
great and we are discussing policies to be followed in light this con- 
sider ation . 

ACHESON 





*No record of such a meeting has been foun’ in Department of State files 





No. 152 


Whe 10 11-2652 Telegram 


The Secretary of State to the Embassy in Iran' 


TOP SECRET Wasnincton, January 26, 1952—12:28 p. m. 
PRIORITY $NIACT 

1526. Dept has continued discussions with Brit and IBRD con- 
cerning possible plans for interim or long-range solution oil prob 
lem, although as yet no definitive position has been formulated 
concerning proposition which might be put up by Bank to Mosadey. 
It is hoped that Bank proposal, prepared in light of report by 
Rieber and Prudhomme, will be available in near future; however, 
there is no assurance considerable delay can be avoided. 





‘Repeated to London. Drafted by Ferguson and Rountree, who also signed it for 
transmission 
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Dept has been considering measures that can be taken short of 
affirmative response to Mosadeq's request which will “buy time” 
necessary to arrive at an agreement with Brit and Bank upon type 
of settlement which shid be proposed to Mosadeqg. Warne's sugges- 
tion contained in Embtel 2696 has certain appealing features, al- 
though the disadvantages of its acceptance lead Dept to believe this 
course shid not be followed. Principal disadvantages are: (a) it wid 
entail certain legal complications which wid render it desirable at 
least to consult with Cong leaders; (b) it wid risk later endangering 
finan ability mission to meet local costs of TCA program; ic) it wid 
give Mosadeq opportunity make polit capital by announcing ar- 
rangement as US decision to provide budgetary support for Iran- 
Gov; (d) it wid lead to complications with Brit at moment we are 
endeavoring to convince them of need for new approach; (e) ar- 
rangement probably wid in fact be only of limited value in reliev- 
ing budgetary problem. Dept has, therefore, concluded that decision 
upon this recommendation shid at least be deferred for the time 
being and that alternative shid be explored. 

It occurs to Dept problem might best be met through device fur- 
ther drawing on IMF by IranGov. As you may know Irans are con- 
sidering making such a request and Mosadeq when in Cairo re 
quested Saad, Egyptian Director IMF who reps Iran, informally to 
sound out opinion Fund members. US rep has indicated to Egyp- 
tian US wid oppose any such request on technical grounds. US Di- 
rector IMF communicated this view to Saad in fol words: “US 
hopes Irans will not put in request for Fund drawing ai this time; 
and if they do so, | regret that US wid not be able to support draw- 
ing. Reason for this position is that second drawing by Iran wid 
gravely embarrass US in relation to current policy respecting 
drawings. Other members who are in no position to draw on Fund 
under existing policy and who are eager to draw now, wid cite 
second Iran drawing as means of obtaining additional drawings for 
themselves.” On Jan 22 Saad transmitted this view verbatim to 
Mosadeg. At same time Saad raised with US Director possibility of 





*Printed as telegram | 4485, supra 
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Fund drawing with pledge of gold collateral, such collateral to be 
deposited in one of four Fund depositories. In same mag to Mose- 
deg, Saad asked whether IranGov wid wish to pledge gold against a 
ing to regard such gold as part of its currency cover if that was not 
inconsistent with Iran law. Up to time of his departure Jan 25 
Saad had not recd reply from Mosadeq and presumably will rec 
reply in Cairo. US Director did not give firm reply to Saad's ques- 
tion respecting US attitude on gold secured drawing, but did say 
that he was inclined to believe that difficulties mentioned in above 
quotation of US views wid largely be met by gold collateral. If Iran 
decides to pledge gold, Dept's view is that US wid find it very diffi- 
cult to object to drawing even if we wished to do so, and US Direc- 
tor concurs. 

Such IMF drawing wid have many advantages. Additional re 
sources wid be provided promptly in effective form for use by Iran- 
Gov at any time it wished. Pressure by Mosadeq upon US to pro 
vide US assistance might thus be postponed with minimum adverse 
polit consequences of our denying his request. Moreover, it is hoped 
that matter cld be arranged in manner so that US cid reap some 
credit vis-é-vis Mosadeq even though transaction wid not in fact be 
as between US per se and Iran. It is therefore suggested that if you 
concur you pursue fol gen line in conversation with Mosadegq: 

1. US sincerely desirous of being in a position to render neces 
and proper assistance to Iran and is fully aware of difficult 
problems with which Iran soon will be confronted. Dept is 
consideration to this matter in the light of Iran 

realities of present situation. 

i difficulties of position in which US 
itself. Settlement of the oil dispute in a to 
parties, which is entirely possible, wid have bear- 
need for finan assistance. For USGov to seek from Cong 
s indicated by the PriMin without oil settlement 
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is taking sides in oil cont or 
or Slane for eotilement which 


IBRD soon will present to Iran and Brit- 
settlement, at least on an interim basis, which 


what proposals 
deal with matter on an entirely fair and 
basis. We L gpg that such proposals will be recd 
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Brit and IranGovs with open minds and on realistic basis, and 
will do everything in their power to seize this opportuni- 
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ee although there wilt be little dei 
we —¥ as elay as 
upon proposals. It w Sooer to us Gat wmean ent ts 
IranGov shld be sufficient to last considerably longer than indicat- 
ed by PriMin. However, there is no doubt free funds are limited, 
and we wid like to do what we can under the circumstances and 
pending a more definitive response to PriMin’s uest for US 
finan aid. US believes that most rapid and effective form of funds 
from fon sources, pending settlement of wil issues, wid be through 
further gold secured drawing by lranGow from IMF. 

5. Saad, Egyptian Director IMF has had informal conversations 
with US reps concerning possibility of further Iran Fund drawing. 
You might confirm US position on further unsecured drawing, as 

uoted above. We understan:!, however, that Sead has suggested to 
iMin possibility of ¢o'd collateral for second drawing, and that 
he has pointed out that such collateral might be put up without af- 
fecting its status as note cover. If IranGov informs Saad that it is 
disposed pursue this course and application is made to IMF, US an- 
ticipates being able to support Saad’s recommendation. (You shld 
emphasize that PriMin’s channel shid continue to be through 


6. With ision of these additional resources it shld not be nec- 
essary for PriMin to consider, as he suggested in his earlier conver- 
sations, extraordinary measures such as sale of Iran oil to Sov Bloc. 
Indeed, he must realize that any such sales at this time wid enor- 
mously complicate entire problem not only in relation to reasona- 
ble settlement but, in view of Battle Act, the extension by US of 
econ assistance. We are convinced it wid not be in the interest of 
Iran to pursue any such course as indicated by PriMin. Finan posi- 
tion of the Gov wid, after the IMF drawing, be such as to provide 
opportunity to work out arrangements which wid provide lasting 
benefits. This opportunity shid not be jeopardized by undertaking 
arrangements which cld at best have only short-term finan advan- 
tages with possibly disastrous ultimate consequences. 


If you perceive objections foregoing tele comments niact. 
ACHESON 


No. 153 
m2 Telegran 


The Ambassador in Iran (Henderson) to the Department of State 


TOP SECRET PRIORITY TEHRAN, January 29, 1952—4 p. m. 
2848. No distribution except to S/S and NEA and G. 
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1. I called on Mosadeq this morn in order discuss with him 
Dept’s reply as incorporated in Deptel 1526 Jan 26 to his request 
for fin aid. I told him that US Govt had been giving careful consid- 
eration to his request; that it was hopeful that International Bank 


in order he shid understand clearly Dept’s position and certain sug- 
gestions which Dept had to offer I wid read to him fol summary. | 
then read this summary set forth below sentence by sentence, so 
that it cld be discussed as we went thru it: 


“US Govt thoroughly understands present Iran fin difficulties 
worries and is anxious to find some way to be of assistance. At 
only the officials of US Govt, but many Amers interest- 

fon affairs and pathetic to Iran are placing great hope in 
the International as the instrument to break the deadlock in 


US Govt is convinced it wid be in une to raise this 
with leaders. These leaders wid be sure to object on 
that Iran has rich resources in its oil which, if exploit- 
make loans this kind unnecessary that it shld be possible 
some way advan to all parties concerned to bri 
resumption of Iran oi! production and exploitation; that 
it becomes clear that it is useless to continue to search for 
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PriMin that perhaps Iran cld make addi- 
IMF, using note cover gold as collateral. 
ran shid find that its laws permitted such a transaction and if it 
for additional drawing with gold as collateral, it is belief 
State that the US and most other interested countries 
application. Iran might, therefore, obtain funds from 
wid enable it to carry on at least until the Interna- 
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however, if Amb Henderson cid be informed re the nature 
of the reply so that he can inform the US Govt whether or not Iran 
will have sufficient funds to take care of its minimum needs for the 
next few months.” 


2. Mosadeq expressed considerable disappointment in receiving 
such negative reply. He said he and his advisers had already given 
consideration to Saad’s suggestion that gold serving as cover for 
Iran currency be pledged with IMF as security against further 
withdrawals that fund. Decision was that (a) it would be illegal for 
this gold to be pledged without specific authorization from Majlis 
which it was impossible at this time to obtain (b) it did not appear 
to be sound financial practice to have same gold serve as security 
for bank notes and for loan from IMF, and (c) if it shld become 
known that this gold being used as security for loan confidence in 
Iran currency would drop and value of currency would decline with 
disastrous speed. He added that he did not place much hope in 
International Bank intervention. He did not believe Brits would 
permit International Bank to propose any plan other than one 
which would enable Brits to regain their political and economic 
strangle hold over Iran. Furthermore, even if bank did make pro- 
posal which could be acceptable to Iran Govt and public opinion, 
such proposal could not possibly be put into effect in time to save 
Iran from financial collapse towards which it was heading so rapid- 
ly. He hoped therefore that US Govt could devise some way giving 
Iran necessary financial assistance immediately. 

3. PriMin thereupon extricated from his bedside envelope ad- 
dressed to President Truman which he handed to me with request 
that I read its contents. Envelope contained letter from PriMin to 
President renewing request made on Nov 9, 1951' for financial aid. 
After I had read letter PriMin asked if 1 had any comments, I said 
I thought letter might have been more effective if less of it had 
been devoted to attacks upon Brits. PriMin said he was writing to 
President exactly as he felt. He hoped I would send contents letter 
to President if possible by telegram since every day financial situa- 
tion was becoming more desperate. Text this letter being sent Dept 
in telegram 2849, Jan 29 and original being forwarded thru Dept 
under cover despatch.* In response my inquiry PriMin said he 
hoped text as well as existence letter could be kept secret; other- 
wise it might in certain circumstances be used as propaganda ma- 
terial by Commies. 





'See footnote 4, Document 126 

*Not printed. (888.2553/1-2952) 

"The original text of Mosadeq’s letter to President Truman was forwarded to 
Washington in despatch 859 from Tehran, Jan. 29. (888.10/1-2952) 
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4. Before leaving PriMin I told him I was sure US Govt was con- 
cerned re Iran financial position and hoped to find some way to 
help Iran extricate itself. 1 again emphasized that in my opinion 
problem of US Govt was that as Congressional leaders as well as 
US public opinion were convinced that US financial assistance to 
Iran would be merely temporary palliative unless oil flow could be 
restored and that therefore any financial assistance which might 
be extended Iran by US should be in connection with some move 
which gave promise of termination of oil dispute deadlock. Mosadeq 
said that he was afraid that Brits would never retreat from their 
present position so long as they were able to maintain internation- 
al blockade against Iran oil. Only hope therefore for breaking dead- 
lock was for other countries to begin to buy Iran oil. Iran was not 
begging for gifts; it was merely asking one of its friends for loan. If 
US desired it would be quite willing turn over to US in return for 
financial assistance all oil which it now possessed at 50 percent dis- 
count. I told PriMin if US should begin buy Iran oil such prospects 
as still existed for settlement of Iran-Brit oil dispute would rapidly 
disappear. I was confident therefore that US wid not in present cir- 
cumstances buy any Iran oil. I said although by nature I was pessi- 
mist I nevertheless still had hope that International Bank would be 
able to come forward with some kind scheme which would eventu- 
ally be acceptable to Iran and to UK. 

HENDERSON 


No. 154 
MAA 25532-0652 Telegram 


The Secretary of State to the Embassy in the United Kingdom' 


SECRET PRIORITY WASHINGTON, February 6, 1952—7:15 p. m. 
3726. Brit Emb relayed fol msg Feb 1 from Eden to Secy: 


“Mr. Eden recalls that Mr. Acheson agreed during talks at time 
of PriMin’s visit? that Internat] Bank’s plan for interim — 
ment on Persian oil shid be fully tried out. Mr. Eden hopes Mr. 
Acheson will agree to Bank's reps flying to Tehran at once in order 
put their plan to Persians. He s State Dept’s alternative 
ideas cid discussed subsequently. He feels it essential that 
Bank's reps shid lose no time in putting their plan to Persians.” 


Pls transmit fol reply from Secy to Eden: 





‘Repeated to Tehran. Drafted by Rountree and Ferguson and signed by Secretary 
Acheson 
*See footnote 3, Document 140 
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“I appreciate ur msg of Feb 1. I know that we are equally anx- 
ious that the fullest advantage be taken of the opportunity 
which the Internat! ‘alin apna yao yong ng stew wd 
for settlement of the oil controversy, at least on an interim basis. | 
therefore concur fully with ur view that the Bank’s reps shid pro- 
ceed to Tehran as soon as possible to resume their discussions with 
PriMin Mosadeg. 

The Internat! Bank provides the only presently apparent chan- 
nel for accomplishing an agreement with the IranGov, and I know 
that you will agree that it shld be given the best possible chance of 
success. | am most concerned over the possibility that the Bank 
delegation may proceed with a proposal which will not have suffi- 
cient flexibility. Reps of the Dept of State are having continuing 
discussions with Mr. Gass of AIOC and members of BritEmb in 
Wash, the details of which I am sure have been brought to ur attn. 
They have expressed to these Brit reps the view that the Internat! 
Bank delegation shid be in a position to discuss ible alterna- 
tives to or modifications in the proposal which Bank has al- 
ready formulated and with which I know you are familiar. 

While other features of the Bank's proposal appear to be sound 
and conducive to successful negot, it is believed that the position re 
management is likely to render the plan unacceptable to the Irans 
unless some modifications can be discussed. I cannot help but be- 
lieve that if the Bank must inflexibly maintain its position on this 
question it will in all probability cease to be a useful instrument 
and the likelihood of an early settlement will thus be reduced. This 
in turn wid seriously aggravate the already critical situation in 
Iran and wid increase the chances of the loss of that country to the 
free world. 

The Dept’s reps have therefore suggested to their Brit colleagues 
that serious consideration be given to the possibility of permitting 
a ter degree of flexibility in the offer which the Bank’s reps 
will place before Dr. Mosadeq. This wid not necessarily involve a 

rior commitment of the BritGov, but the Bank's negotiators shid 

in a position to explore all possibilities of a satisfactory solution. 
This shid not only permit continued negots but shid also prevent 
an aggravation of the situation such as wid mark an outright rejec- 
tion by Iran of the present proposal. 

It has also been suggested to the Brit reps that, in the event no 
progress can be made on an interim solution, the Bank be author- 
ized to explore the possibility of a single purchase of the existing 
stocks at Abadan at a 50 percent discount. It shld be possible to de- 
velop arrangements for such a purchase which wid not prejudice 
AIOC’s legal position. The purchase might provide the time neces- 
sary to develop another approach involving a long-term settlement. 

It wid be helpful if our respective reps cld begin to exchange 
ideas on a possible long-term solution to cover the contingency that 
a satisfactory interim settlement is not negotiable. 

In any event we shall attempt through our ambassador in 
Tehran to impress upon Mosadeq the importance we attach to a 
successful outcome of the negots with the Bank’s reps.” 
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For Tehran only: Substance Dept’s conversations with Brit re- 
ferred to above will be subj later tel.* 
ACHESON 





*Reference is to telegram 1623 to Tehran, not printed. (888.2553/2-152) 


No. 155 


The Secretary of State to the Embassy in Iran' 


SECRET PRIORITY WASHINGTON, February 7, 1952—1:35 p. m. 


1624. Fol is summary memo of conversation Feb ! between Dept 
and Brit Reps re Iran polit situation (Deptel 1623 Feb 6 [7}*). 

Reps recognized that views of two Embs in Tehran now closer 
than in past but difference of opinion remains re real danger of 
communism in Iran. 

US view as fols: 

In absence solution oil problem and fon budgetary aid, Mosadeq 
probably will endeavor sell oil to Sov bloc or seek assistance an- 
other form which wid be obtained from that quarter on terms in- 
volving great risk loss of Iran to West. Even if he did not turn to 
USSR, Iran financial crisis cld lead to weakening authority Iran- 
Gov and polit confusion conducive to estab Commie or Commie- 
dominated regime. 

Altho Mosadeq request for financial aid before middle Feb might 
be designed scare US into giving assistance, it showed he is genu- 
inely worried by difficuities ahead. With completion Tehran elec- 
tions* he may not be as greatly influenced by internal polit consid- 
erations as is case now and he might therefore be less rigid discuss- 
ing oil settlement. 

If oil settlement reached Mosadeq cld be expected channel na- 
tionalist fervor in other directions. Since Commies will fight settle- 
ment satis to West and Tudeh can be made principal target for Na- 
tionalists, it is likely Mosadeq wid take increasingly firm action vs 
Tudeh. He may also embark program social and econ reform to 
keep popular support and appropriate for himself portions Tudeh 
program having greatest appeal. 





‘Repeated to London. Drafted by Helen P. Gray of the Office of Greek, Turkish, 
and Iranian Affairs and Fergusen, and approved by Rountree 

® Not printed. (848.2553/2-152) 

"The Tehran elections to the 17th Majlis were scheduled to be completed in mid 
February 
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If oil settlement contrary wishes Nat! Front leadership is forced 
on Iran, it is likely main focus nationalist fervor wid continue cen- 
tered around oil problem. 

UK view as fols: 

Mosadeq wants US and UK think he about to turn to USSR thus 
frightening US into giving financial assistance and UK into capitu- 
lating to his demands in oil dispute. In practice not easy for him 
turn to Sov Union as irans traditionally afraid of Russia and if 
given free choice wid still prefer retain connection with West. Mo 
sadeq has lulled traditional Iran fears of Russia by following neu- 
tral policy but they wid be revived by any move in his part toward 
Sov Union. 

Although Mosadeq not likely turn toward Russia it is highly im- 
probable he will do anything check communism in Iran since his 
ideas of polit tolerance, neutrality, and fear of offending USSR wid 
prevent his taking action vs Tudeh regardless outcome oi! question 
and request US financial assistance. Continuation Mosadeq in 
office, therefore, presents greatest danger communism. 

Serious financial difficulties facing Mosadeq might not lead to 
acute crisis since critical situations frequently run long time in 
Iran without sudden deterioration 

Discussion this Brit group continuing. Understand they commu- 
nicating Middleton re Brit Emb appraisal certain aspects foregoing, 
and estimate Tudeh strength and tactics which have been discussed 
by Dept on basis Deptel 1523 Jan 25.* 

We have also discussed tactics to be followed re IBRD proposal 
which are subj separate tel.* 

ACHESON 


‘In telegram 1523 the Devartment instructed the Embassy in Tehran to provide 
answers to a list of questions to enable the Department to ascertain as accurately as 
possible the true extent of the Communist threat in Iran. (788.00/1-2552) 

‘Presumably reference is to telegram 1623 to Tehran, Feb. 7. (888.2553/2-152) 
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No. 156 
MAA 25581-2852 Telegram 


The Secretary of State to the Embassy in Iran' 


SECRET PRIORITY WASHINGTON, February 9, 1952—1:53 p. m. 


1648. It wid appear desirable reply Mosadeq’s ltr Jan 29 to Pres 
before beginning Garner’s discussions with Iran Govt. Aside from 
question of undue delay in responding to PriMin reply now might 
influence his attitude in negots. Pres has approved fol reply to Mo- 
sadeq (urtel 2849 Jan 297) which you ere requested t& délivei 
unless you perceive overriding objections. In latter event tel com- 
ments soonest. 


“I have rec ur Exceilency’s Itr of Jan 29, 1952 concerning the 
desire of the Iran Govt for a loan from the US to relieve the press- 
ing finan situation in which the Iran Govt finds itself at the 
present time. 

In my reply of Nov 14 to ur earlier communication on this subj, I 
stated, as you have recalled in ur present ltr, that ur request wid 
be given most careful consideration in the light of the well-known 
desire of the US to be of assistance to the people of Iran. I need not 
reiterate to ur Excellency that the US wishes to be in a position to 
render Iran all proper and necessary assistance. 

As you know, Mr. Robert Garner, Vice Pres of the Internt! Bank 
for Reconstruction and Development, is proceeding to Tehran ac- 
companied by a group of experts from his org to discuss with you 
suggestions for an arrangement which wid permit resumption of 
the operation of Iran’s oil industry. I attach the greatest impor- 
tance to Mr. Garner’s mission, and | am confident that you and he 
will be able to agree upon some workable formula. The Bank is an 
internat! org whose sole interest in this matter is to be helpful in 
finding a solution to the controversy which has brought a great in- 
dustry to a complete halt. 

Shid it be possible with the Bank's assistance to find at least an 
interim solution, Iran wid have the resources necessary to over- 
come the present finan difficulties. | am sure that you will under- 
stand that the exec branch of the USGovt cid not justify to the 
Cong nor to the Amer people a loan of the nature which you have 
requested at a time when Iran has an opportunity of obtaining oil 
revenues of a very great magnitude. 

I wish to assure you, Mr. PriMin, that the US remains commit- 
ted to its well-known policy of desiring to see a free, stable and 
prosperous Iran, and that it will take every measure it properly 
can to carry out this policy. Iran needs will always be given the 





‘Repeated to London. Drafted by Rountree and Ferguson; signed by Rountree 
after approval by President Truman; and cleared with Secretary Acheson, Mat- 
thews, Linder, Raynor, Nitze, and Berry of NEA 

*Telegram 2849 transmitted the text of Mosadeq’s Jan. 29 letter. (9888.2553/1-2952) 
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careful study in keeping with the desire of the US to see its 
friends on the road to a stable and prosperous economy.” 

In delivering foregoing msg to Mosadeq, you may in ur discretion 
pt out that US is presently bearing a heavy finan burden through- 
out the world in its efforts to build a stable and lasting peace, and 
it wid be most difficult to undertake additional commitments for 
finan loans to country which has immediate means of helping 
itself. Sentence to this effect has been omitted from President's 
mag since its inclusion wid tend to make denial of Mosadeq’s re- 
quest more categoric than perhaps wid be desirable at present 
time. 

FYI we do not intend publishing exchange. 

ACHESON 


No. 157 
Wee 25582-1152 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY Tenran, February 11, 1952—6 p. m. 


3031. Distribution limited to S/S, G and NEA. 

1. I delivered this morning Mosadeq note dtd today containing 
Pres msg set forth Depte!l 1648, Feb 9. 

2. Mosadeq read msg several times, asked if I had any comment. 
I explained US was bearing heavy finan burden throughout world 
in effort discourage aggression and create stable lasting peace. US 
Government would face bitter opposition in Cong and from Amer 
people in genl if it shid undertake increase this burden by extend. 
ing loans to country like Iran which had it in its power to help 
itself. I said US Govt placing much hope on success negots about to 
take place between Int Bank and Iran. Success these negots shid 
not only solve Iran’s present finan difficulties but wid result in 
greater polit and econ stability whole ME. 

3. Mosadeq said that in midJan he had told me that without fon 
finan aid Iran cld not carry on for longer than one month. At that 
time he was determined, come what might, not to spend dols recd 
from Int Monetary Fund which were being held to meet emergen- 
cies. He had later been persuaded to spend these dols to meet 
Iran's current obligations and was doing so. They wid be exhausted 
within next few days and govt wid still not have sufficient funds to 





'A handwritten note on the source text indicates that this telegram was repeated 
to London on Feb. 13 
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pay currently due salaries and outstanding bills for services and 
supplies. In such sitn he cid not with peace of mind enter into 
negots with Int Bank. He therefore intended in first conversation 
with Garner to ask bank advance to Iran Govt at once 20 to 30 mil- 
lion dols to enable it to continue to function while negots proceed- 
ed. He invited my comment. 

4. I said I cld not speak for Int Bank and cid not of course 
become involved in negots. | doubted however that Int Bank in 
spite of its good will for Iran wid be able make such advance. Int 
Bank was commercial organ. Its loans must have sound finan and 
commercial basis. | believed it wid be difficult in framework its 
charter for it to advance loan in Iran's present finan position 
unless it had some kind assurances Iran wid be able repay. 

5. Mosadeg then asked if there was any possibility that US Govt 
cld make such loan to tide Iran over period negots. I replied in neg- 
ative. | added I had impression that such possibility had already 
been considered in Wash but it had been decided that neither US 
Cong or public opinion wid view with favor extension such loan at 
time when negots were about to begin between bank and Iran 
Govt. It did not seem necessary these negots shid be protracted. If 
they shid be successful, bank might be able lend funds immed and 
if for some reason bank cid not advance funds immed, in spite suc- 
cess negots, it might be easier for US Govt to be of assistance. Mo- 
sadeq said he thought he now had better [garble)] where he stood. It 
looked as though there was concerted attempt to put him in such 
position that he wid have no choice except to agree to such propos- 
als as bank might make or to see Iran go bankrupt. He wid not be 
so disturbed at this choice if he thought [garble] agent, able to dis- 
cuss Iran's oil problem purely on mass merits. He was quite well 
aware however that bank cid not make or accept any proposals 
unless they were agreeable to Brit. Brit had not retreated so far as 
he cld see from their original position. Such concessions as they 
seemed to have made were merely in form not in substance. Brit 
were hoping thru finan pressure to force Iran to accept their 
wishes. Unfortunately, they also seemed to have been able to pre- 
vail on US Govt and Int Bank understand Iran wid not surrender 
to finan pressure. He wid never permit it to be said that he, as 
PriMin of Iran, had sold his country out. He might be able go on 
another month without fon finan help if he spent everything his 
govt had right to spend. US Govt wid be held responsible by Iran 
and by whole world for what might happen te Iran after that 
month. Anyone who had been following elections cld see that at 
present stvuggle for power in country was between Nat! Front and 
Tudeh gps. Former pro-Brit elements are now entirely out of run- 
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ning. If Nat] Front govt shid pass out existence only confusion or 
Tudeh wid take over. 

6. I told PriMin he was misinterpreting reasons for US Govt's in- 
ability advance him finan aid just now. It was not participating in 
any scheme to subj him to pressure. US Govt, like Iran Govt, had 
its own public opinion and legislators to face. As I had already 
pointed out, neither US public opinion nor Cong wid be likely 
view with favor granting of loan to country which had it in i 
power to obtain funds almost immed from its own resources. I! 
hoped PriMin wid bear in mind in dealing with Int Bank he was 
negotiating not with opponents but with friends who really were 
trying to help him and help Iran. He shid also not forget that Bank 
was finan and commercial, not polit institution. I had no idea what 
kind proposals wid be made to him but | was confident they wid be 
based on sound commercial, rather than on polit, considerations. 
He shid receive them in that light, bearing in mind that in spite of 
polit atmosphere enveloping oil dispute, operation of oil industry 
was primarily a business proposition and shid be treated as such. 

7. Mosadegq said if Garner shid refuse his request for immed loan 
he wid continue pursue negots but wid feel himself handicapped. 
What, in my opinion, shid he do if he finds bank's suggestions to 
him unacceptable? | said in first place I hoped he wid not find such 
to be case, but if he did he might make counter-proposals and try 
find some kind of mtg ground. He asked what wid happen if his 
counter-proposals were unacceptable to bank? I said it seemed logi- 
cal to me that thru further negots attempt shid be made to find 
some scheme that wid be acceptable to all interested parties. He 
said he was no merchant and cld not haggle. If his counter-sugges- 
tions shid be unacceptable, negots wid break down. What then? 

8 I said it seemed to me he was trying to ascertain whether in 
case negots shid break down US Govt might be willing to give 
finan aid to Iran until some other way cld be worked out for set- 
tling oil dispute. He said that was precisely what he was trying to 
do. I told him I unable give categorical answer. My opinion was it 
wid be extremely difficult for US Govt in face US public opinion to 
give finan aid to Iran if US public shid believe that Iran had delib- 
erately turned down fair and reasonable proposals made to it by 
Int Bank for resumption operation oil industry. I did not know 
what Amer public opinion wid consider reasonable and fair. | 
thought however that most Amers wid be inclined believe that Int 
Bank wid not try impose on [rans sole Iran oil problem which wid 
be reasonable |unreasonable| or unfair to Iran. US Govt therefore 
viewed coming negots with considerable anxiety since it believed 
that outcome might have profound effect on future Iran and on 
world peace 
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9. PriMin expressed apprec for frankness of conv; said he wished 
assure me he intended show tremendous amount patience during 
course coming negots. He hoped however US Govt wid understand 
there was limit beyond which neither he nor any responsible Iran 


HENDERSON 


The Secretary of State to the Embassy in Iran’ 


SECRET Wasnincton, February 12, 1952—6-25 p. m 
1661. Fol is sub-tance Eden's reply Feb 12 to Secy's ltr Feb &:* 


“Am particularly glad we are in full agreement Internat! Bank 
shid be given every chance working out satis proposals with Iran- 
Gov for interim settlement. Garner goes Tehran with wishes 
all of us here and we have every confidence he will y hand in 
accordance gen principles which in my view sunt be enenanted 
in any settlement Persian dispute 

Am sure will be most beneficial if you can bring home to Musad- 
diq importance you attach to successful outcome Garner's negots 
Nothing cld be more helpful than clear indication you and we are 
agreed on this pt. May be Garner will not be able come to satis ar- 
rangement at once t event it not my idea negots shid be al- 
lowed break down, and | imagine Garner wid merely withdraw in 
order consider further steps he cld usefully take, having first tried 
establish Musaddiq’s minimum terms and whether has ad- 
vanced at all from orig positions. Speaking generally, Bank shid 
take time and try get some firm reaction from Musaddig in re 

their own pt ls. We wid naturally consider any sugges 
tion Garner might ‘Gen wish make us with utmost seriousness 
cae would of course as you say, be no prior commitment on part 
| appreciate ur pt Bank shid have greatest possible flexibility in 
developing their proposals. We have ht tie Bank's hands over 
question management. Same time I th Bank's reps bound rea- 
lise how essential it is that any ssvenenmnent which postulates coop 
commercial co shid provide for really efficient management. Any 
commercial undertaking required to purchase, carry and distribute 
oil must be assured oi! forthcoming of right quality, in right quan- 
tity, at right time. This just as important in interim arrangement 
as in final settlement, and if management arrangements not effi- 
cient in interim scheme there will be even less chance their bei 
efficient under final arrangements. We of course assume, and Ban 


‘Repeated to Londen Drafted and signed by Rountree 
*Tranemitted in Decwment 14 
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wid enhance Garner's difficulties in dealing with Mosadeq. 
it also extremely anxious that US pt out to Mosadeq great im- 
portance which it attached Garner's mission. Without reference to 
verbal response Mosadeq's request for aid or Pres's written reply 
transmitted Tehran Feb ¥,* Dept assured Brit US had impressed 
this upon Mosadeq 

In these discussions Brit agreed Garner shid, within framework 
present Bank plan, have maximum flexibility in negot tactics with 
Mosadeq, and stated that if Mosadeq unwilling accept Bank propos 
als, Garner shid not completely break off negots but shid get Mosa- 
deq's ideas to determine if he has advanced in any way. They hope 
that even though Mosadeq might not accept Bank plan he will put 


"On Feb 12 the Department cabled the Embassies in London and Tehran that the 
British representatives in Washington had informed the Department of thei gov 
ernment's desire to begin talke in London as soon as possible to formulate the ele 
ments of a final oi] settlement if the interim proposals which Garner was going to 
present to Mosadeg should he refused The Department thought this suggestion had 
great merit and, therefore, Nitze and Linder were departing for London that day 
(Telegram 3835 te London, repeated to Tehran as 1654, 88% 2553/2-1252) 

*See Document | 6 
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up counterproposals or indicate some flexibility, in which case 
matter cid be reconsidered upon Garner's return, which shid be ar- 
ranged in way to leave door open for continuation negots. 
Brit reps state that Brit position will be communicated to Garner 
discreetly through Brit Emb Tehran 
ACHESON 


No. 159 
me F8 2 17M Tetegram 


The Ambassador in Iran (Henderson) to the Department of State* 


SECRET NIACT Tenaan, February 17, 1952—2 p. m 
3137. Fol is text aide-memoire handed Mosadeq by Garner as in- 
formal basis for discussion (Embtel 3123, Feb 16, rptd London 680)-* 
“This is confidential aide-memoire which will not be made public 
“The Iran Govt reserves its position with respect to employment 
of Brit natis in oil operations in Iran. View of this reservation, In- 
ternat! Bank must reserve its position as to possibility of being able 
work out any arrangement in respect of such operations 
“Fol points are noted, subject to above reservations as represent- 
ing an informal summary of understanding between Iran and Bank 
mission as possible basis for an interim arrangement for resump- 


tion large-scale oil operations in south Iran 


1. It is understood that Bank wid act as neutral intermediary 
and only at request and with authorization of interested parties 
2. Arrangement wid be without prejudice to legal rights of 


anyone 
3. The Bank wid on an interim nonprofit basis, manage and oper- 
ate south Iran oil properties and sell oil produced t rom 
oe Sale and distribution of oil within Iran wid be Iran's responsi- 
lity 
5. Bank wid, as part of interim arrangement, contract with buyer 
for sale of all export oil, on terms approved by Iran 





‘Repeated to London 

*Ambasacdor Henderson reported on Feb 16 that Garner and hw delegation had 
had several meetings with various Iranian officrals. including Mosadeq and that the 
Bank representatives had prepared an unde memoure setting forth, in general termes. 
the Bank's proposals for Iranian consideration Henderson also informed the De 
partment that at the session that morning, Feb 16. with Mosadeq several members 
of the lraman Senate became involved in the discusmon and had emphasized their 
desire to the IBRD representatives that perhaps they could assist in acheving a so 
lution te the oi) controversy Garner had agreed and was therefore intending to 
remain in Tehran unti! Feb 19 im the hope thet he could make more progress im the 
negotiations. Thereafter, he planned te fy te Londen te report his progress te the 
British (Telegram 3123, 88* 25532-1652 
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6. ee ne Se Se ee SS ee Se eee 

od. (nf aber nf sae from countries not 

party to dupate and to be responsible to Bank Iran wid give Bank 

ull and independent authority to carry on ot operations and 
employ necessary personnel. 

7. Number of non-lrans employed wid be kept to minimum con- 
sistent with efficient operations. Bank wid not be expected to 
employ any personnel, in excess of those needed for efficient oper- 
ations. 

8. Bank wid limit activities to production, refining, and delivery 
of oil and necessary supporting services, such as power and water 
Other associated services, formerly administered at expense of oil 
operations, wid be carried on by Iran and their cost, up to an 
agreed limit, wid be charged to oil operations 

9. It wid be understood that Bank's assets wid not be subject to 
risk in carrying on oil operations, and appropriate provisions wid 
be made therefore 

10. Bank wid undertake to see that necessary funds are provided 
for resumption of oil operations, including working capital 

11. Proceeds from sale of oil wid be used first to pay cost of oper- 
ations (‘including interest and amortization payments on acct of 
funds provided) and of remainder, a previously agreed part wid be 
paid Iran and rest wid be held by Bank until settlement of differ. 
ences between parties 

12. che ate pone wid be for period about two years (in absence of 
an earlier final settlement) but provision wid be made for its con- 
tinuance thereafter subject termination by any party Bank wid 
have right terminate arrangement at any time” 


HENDERSON 
No. 160 


The Ambassador in Iran ‘Henderson’ to the Department of State’ 


TOP SECRET NIACT Tenran, February 14, 1952—1 p m 
3147. IBRD discussions continued throughout Sunday both in 
subcomite and with larger grp including Mosadeq 
Memo (Embtel 3137 Feb 17) agreed upon in subcomite with ex 
ception point one which bank agreed to drop. Mosadegq did not spe 
cifically comit himself but was generally understood memo accepta- 
ble to lran Govt. Conversations largely devoted to question of price 


‘Repeated to Londen tor Linder and to Lashen tor the Secretary of State. who was 
echeduled to arrive om Lesbon for the Nonth Season of the North Atlantec Counc! 
Feb W-2 1952 Acheson concurrentivy held a number of Forewn Ministers meet 
ings on Lasbon through Feb 26) For documentation regarding these meetings 


vol v, Part |. pp 107 ff 
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Bank del explained at great length its reasons for believing 33% 
percent discount which wid give Iran 50 cents a barrel excluding 37 
cents to be placed in escrow represented best dea! Irans cid expect 
at present. Bank said it was not necessarily committed to these fig- 
ures and was willing to consider any counter proposals. These Mo- 
sadeq consistently refused to make. Garner tells us he pleaded with 
Mosadeg to set a figure lrans thought fair with only reply being 
that Iran wid insist on posted price of $1.75 at a discount they wid 
not specify. 

Conversations while friendly were marked by several rather 
sharp exchanges particularly between Rieber and Hassibi such as 
Rieber’s remark “I like Mr. Hassibi, | consider him good friend of 
mine and an intelligently and patriotic Iran, I think his ideas are 
all cockeyed and I have been trying to beat some sense into 
his . head for past six weeks’. This sort of exchange Irans took 
in good part and negotiating techniques of Garner and Rieber 
while unquestionably nove! to Irans seem to have hed favorable 
effect. 

Question necessity return Brit techs raised frequently by Garner 
with, we gather, no appreciable progress. In this connection Fergu- 
son has gained impression Bank del not in complete agmt and 
there is some thought among members of del that Garner has 
unduly emphasized this point. In summary | feel progress has been 
made since: 

1. Irans have no objection to managerial control by IBRD 

2. While Irans obviously most unhappy re price proposed by 
Bank they have not so far refused it and seem to be heading in di- 
rection of instructing Bank to get best obtainable price 

3. Reluctant admission by Irans that Bank must take into acct 
— of Brit which at outset of conversations they denied exist- 

4. Clear desire on part of Irans to make every effort find solution 
through intervention case 

5. Attitude Mosadeq who appears at moment willing to let Sena- 
tors carry burden of negots possibly to allow them to assume polit 
onus for unpopular settlement 


On other hand fol unfavorable factors siill exist 


1. Question Brit techs. No progress has been made this point and 
there is some feeling that Garner has been overly insistent on it. 

2 Lack of definite assurance Mosadeq wil! be bound by any 
agmts reached by his subordinates and/or Senators 

3. Reluctance Irans commit themselves on specific details 
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4. Negotiating ag aapomene of Garner who possibly may be inter- 
agreeable 


Se his sscpenale than im fact io tho come mean Sey ave mane 


HENDERSON 





*On Feb. |* Ambassador Henderson reported that, in that morning's discussions, 
Mosadeq had agreed to sign the aide-memoure which Garner presented the previous 
day. On the issue of oil pricing however, Henderson reported that no progress had 
been made, and that Garner was not optimistic that he could achieve an under- 
standing concerning this matter. (Telegram 3162, S88 2553/2-1852) 


No. 161 
lelegran 


The Ambassador in the United Kingdom (Gifford) to the Embassy 
in Iran’ 


SECRET Lonpon, February 1%, 1952—8 p. m. 


174. From Nitze {and} Linder. FonOff called us in this morning to 
express their concern about Garner's planned departure. They 
feared (a) if he left Senate forces might lose impetus. (b) That if 
and when he returned in characteristic lranian fashion negots wid 
start from the beginning rather than from where they left off. 
Probably underlying UK position was fear that with Garner's de- 
parture no further progress could be made, while Irans awaited 
Brit further concessions. 

We took line Garner was essentially honest broker who had to be 
judge of when he had exhausted all possibilities at this stage of 
negots. Moreover Irans were entitled expect that Garner wid now 
endeavor do his best wth Brit otherwise Iran suspicion that 
Garner really Brit agent wic in their eyes be confirmed. Also Gar- 
ner's duties in bank made it impossible for him to be away too long 
a period 

Brit accepted our position and as result have discussed their msg 
to Middleton with us which we understand will make fol points: 


(1) Garner is not breaking off negots 

(Il) He has a much clearer understanding of the views of the Per- 
sian Govt 

(I1]) He is hopeful that the bank may be able to arrange an inter- 
im settlement 

(IV) He must now also find out the views of HMG in a similar 
way 


‘Repeated to the Department as telegram 4555, which us the source text 
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(V) He is leaving a of his mission behind to maintain con- 
tact with the Persian until he returns to continue discussions. 

(VI) Since he wishes to respect the confidence of the Persian 
Govt and similarly the confidence of HMG, he is unable to disclose 
any details of the proposals under discussion, and he believes that 
— disclosure wid not be in the best interests of all con- 
ce ; 


To these we assented with clear understanding, however, that 
your judgment shid be substituted for ours in respect of desirability 
of any or all of this and of course that since this was Garner's an- 
nouncement we cid not do more than advise. We recogniz that 
most important points are already agreed namely (I) above and 
that Garner leave in friendly spirit with initiative his, as to when 
he returns. 

GIFFORD 


No. 162 
2-1922 Telegram 


The Ambassador in Iran (Henderson) to the Department of State' 


TOP SECRET PRIORITY TEHRAN, February 19, 1952—7 p. m. 


3179. Garner has just described at some length most recent con- 
versations with Irans including last night's long discussion on price 
question. 

In discussing price, Irans are still under spell of Hassibi and un- 
willing view matter at all realistically. When pressed to make 
counterproposal Irans said their price $1.40 a barrel for crude and 
US Gulf price less 25 percent discount for products. We understand 
Irans calculations of US Gulf price, however, does not coincide with 
those usually accepted. While as one member of Iran negotiators 
remarked in aside to Garner “prices this high represent oriental 
bargaining’, Irans attitude such as to leave little hope they wid 
agree to reasonable figure during Garner's stay here. 

Although Emb agrees Hassibi is disruptive influence in all oil 
negots and is able to befuddle other Irans by his apparent profound 
knowledge of facts and figures of oil industry, we do not believe 
Irans wid be able accept bank offer on price as it stands even were 
Hassibi removed from picture. Profound emotional current runs 
through Iran thinking on this as on other aspects of problem and 
we are convinced there must be some gesture made to Irans in con- 





‘Also sent to London for Linder and Nitze as telegram 704 and unnumbered to 
Lisbon for the Secretary of State 
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nection with refinery before they will agree on price. Garner has 
not given Irans any indication he has any flexibility on this point 
but he has indicated to us that he believes something cld be done 
and we understand he will pursue this point with Brit. He has also 
withheld as later bargaining instrument possibility Irans may be 
able to sell 10 percent crude A/O products at posted prices outside 
that sold to AIOC. 

No further progress made on question return Brit technicians. 
Several Irans not sympathetic to Mosadeq and with little influence 
on him have expressed belief that if top positions filled by neutrals 
there wid be little public reaction to return numbers subordinate 
Brit personnel. I personally am inclined to doubt this although I 
believe it might be possible reintroduce some Brit technicians in 
gradual stages over period of months. While Garner believes that it 
might presumably be possible for bank to operate on such basis, he 
takes view there is no assurance that this wid be the case and bank 
wid be assuming unwarranted risk in committing itself to run such 
a vast and complicated industry without knowing in advance it will 
be able to recruit whomever it needs. 

Memo of understanding discussed by Cab this afternoon and 
Garner is at moment with Mosadeq supposedly for purpose of sign- 
ing it. Irans informed him this noon that they had made a few 
“minor” changes and if this is case Garner says he will sign it. If, 
however, as is possible they have made substantive changes, it will 
probably have to be renegotiated. 

Joint press release still not ready. As prepared by Garner ind 
Irans in advance of receipt London's (174, Feb 18) it included in 
somewhat different language most if not all points made by Brit. 

HENDERSON 


No. 163 


The Ambassador in the United Kingdom (Gifford) to the Secretary 
of State, at Lisbon' 


SECRET NIACT Lonpon, February 23, 1952—1 p. m 


156. For Secretary from Nitze and Linder. Re your 101,? Garner 
yesterday reported to Ministers on course negotiations Iran.* He 


‘Repeated to the Department as telegram 3665, which is the source text, and to 
Tehran 
‘Not found in Department of State files 


‘The minutes of this meeting are on file 888 2558 AIOC  2-2652 
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felt it wisest to make factual report without suggesting any course 
of action. It was felt that Ministers wid think about the matter and 
talk with Garner again next week. 

Prud'homme reports that Ministers’ questions indicated they pri- 
marily interested in questions of right and wrong between Iranians 
and company and little in the way of constructive approach as to 
what might be done in light of realistic appraisal of situation ap 
parent. 

From discussions with company, evident they will fight hard 
against (1) any arrangement which does not provide for prompt 
return substantial numbers of their personnel, (2) provisions they 
think commercially unattractive. They have not yet accepted fact 
that whatever they get is net gain from their present position. 

From Garner's report, evident that major hurdles to successful 
interim arrangement are following points. 


(a) Return of British technicians. Prud’homme doubts anything 
beyond ition of principle of non-discrimination, but no more 
— token British participation possible at this time and even that 

ubious. 

(b) Price. Prud'homme believes key to the question purchase of 
refined products at a discount from world market prices rather 
than having refining done at cost plus a fee. 

(c) Iranian desire for inclusion of language indicati oe 
ating “on behalf of Iranians’. British worried about effect auch 


on Hague Court B sr quer We inclined believe British over 
eae. rel importance rt action assuming ideal consummated. 


However, we believe Garner and British right that iranian lan- 
guage shid not be accept:d in an interim arrangement. 

(d) Garner's report tht Iranians view interim arrangement as 
being two year dea’ only at the end of which period they propose to 
operate property wholly by themselves. British had viewed interim 
arrangement as Ziving opportunity for conclusion final and con- 
tinuing settlement under more favorable conditions. 


We have impression British dubious much progress toward satis- 
factory interim settlement was in fact made. We inclined to view 
that our original estimate that long term settlement along lines 
our original suggestion sounder from British standpoint and per- 
haps more negotiable than interim settlement. Probably necessary, 
however, to have one more go at interim settlement on basis such 
increase in negotiating flexibility as British prepared to give, in 
order to put responsibility for failure of interim negotiations on 
Iranians rather than British. 

We still believe, in spite of intervr ation Senators, that real politi- 
cal power in hands of Nationa! Front and that chances of strong 
regime more favorable oriented British remote. 

We suggest it might be helpful include following points among 
those made to Eden 
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(a) Let’s get on with realistic consideration of what shid be done 
next. 

(b) We feel initiative in coming up with realistic plan of action 
shid be on British. 

ic) We not impressed with all of ts re commercial feasa- 
bility yet advanced by company believe that to put through 
~—~ taking account of political realities, government, particu- 

Foreign Office, may have to exercise strong leadership. 

(d) They might seriously explore whether something along lines 
our long term ion might not be possible. We not sure such a 
program negoti but im nt concerted UK-US action we sat- 
isfied no reasonable course unexplored. 


In case Eden asks about our position re financial aid, line we 
have taken here is: (a) that it wid be helpful if we in position to say 
we cld make temporary but prompt financial aid available, if satis- 
factory deal is made, to tide Iran over period until oil really flows; 
(b) that if Iran turns down best deal which we, in light total British 
position, consider best they can offer, we see no possibility that we 
cld give financial aid; (c) in event we and British cannot agree on 
best deal which can be put forward we must reserve our position 

Henderson advised that Middleton showed telegram from Eden 
to Foreign Office repeated Tehran stating UK must now develop 
constructive approach “despite our experts” 

Barnes has copies earlier meeting* with British of which meeting 
Ministers most important. Nitze returning Washington tonight. 

GIFFORD 





*Reference is to a meeting which Garner held at the British Forewn Office on 
Feb. 21. The minutes of this meeting are in file 888 25°55 AIOC 2-252 


No. 164 


Te 


The Ambassador in Iran (Henderson) to the Embassy in the United 
Kingdom' 


SECRET PRIORITY TEHRAN, February 28, 1952. 


733. Supplementing Embtels 685 and 690 Feb 17,2? Emb has made 
fol appraisal strength Nat! Front 





‘Transmitted in two sections, repeated to the Department as telegram 4254 
which is the source text 

*In these two telegrams, repeated to the Department as 5155 and 4140, respective 
ly, the Embassy in Tehran outlined possibh courses of future action open to Mosa 
deq if the International Bank approach to the oil controversy failed. (788 00/2-1752) 
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In chronically disordered Iran polit sitn, group of ambitious polli- 
ticians exploiting appeal of nationalism, organized Nat! Front 
around wily old master, Dr. Mosadeg, and rode oil nationalization 
issue to power. Resultant govt unique in Iran politics, since it bases 
its popular appeal upon polit principle of nationalism. Nat! Front 
also typifies local tradition of clique united by mutual self-interest. 

At same time there are disruptive forces at work within Natl 
Front which since Mosadeq assumed power have twice threatened 
unity largely thru personal dissensions. First rift caused by dis- 
putes over division of spoils and influence after coalition became 
govt. Majlis deputy Azad broke with front on this. Maki and Ka- 
shani, as well as Iran Party Group in front, showed their dissatis- 
faction thru maneuvers at time. Said no open Natl Front dissen- 
sion came during Mosadeg trip to US in autumn 1951. Maki was 
irritated not being member Mosadeq Party on trip, and he and 
Haerizadeh publicly criticized several PriMin’s intimates, calling 
them Brit agents. Kashani was also rumored to have joined anti- 
Mosadeq intrigues. These signs of questioning Mosadeq leadership 
encourage Majlis opposition. Mosadeq'’s masterly parliamentary 
and polit strategy on return routed opponents and seemingly again 
solidified position. 

Currently there is talk of dissension among Mosadeg, Maki and 
Kashani. This is believed to stem from increase in popular dissatis- 
faction with govt arising primarily from deteriorating finan sitn 
but is also connected with efforts Kashani faction to secure dispro- 
portionate govt support for its candidates in elections. 

Given element of individualism, which is traditional disruptive 
force in Iran politics, it seems apparent that Nat! Front coalition 
is unstable and shid not be expected to endure indefinitely. Howev- 
er, we believe coalition can survive internal frictions and rivalries 
so long as Mosadeq, Maki, and Kashari, three outstanding person- 
alities in govt, continue their association. At this juncture there ap- 
pears no convincing evidence that coalition, which serves mutual 
self-interest these leaders so well, may be upset thru open detection 
by any one of them. It wid appear that now it is not to advantage 
of anyone of three openly to break with his colleagues. 

Three factors or developments, singly or in combination, aside 
from internal personal rivalries, might eventually cause coalition 
breakdown. These are: 


(1) Loss of hope securing sizeable oil revenues or fon budgetary 
aid. 

(2) Continued finan deterioration. _ 

(3) Domestic polit action sparked by Shah 
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(1) We doubt whether continuance oil negots with IBRD will 
produce Natl Front schism, especially since Joint Oil Comm, in- 
cluding Senators, intervened and have assumed partial responsibil- 
ity for this intervention. Nat! Front may be in for serious trouble, 
however, if it becomes clear to public that there is no real hope of 
settling oil impasse thru IBRD or other internat! proposed solution, 
or of selling oil in large quantities. PriMin may be expected conceal 
fact so long as possible, if this shid develop. As last resort he may 
make certain number private oil sales, while suggesting he may 
make more, to keep alive impression Iran can withstand stalemate 
in oil negots. This, similarly, might for time longer forestall diffi- 
culties within Nat! Front between extremists who wid oppose any 
reasonable provisional or permanent oil arrangement, and moder- 
ates pressing Mosadeq be realistic and accept proposals which, 
though perhaps not al! Iran desires, wid revive sizeable oil indus- 
try. 

(2) While there is insidious disintegration throughout Iran in var- 
ious social and polit fields as result deterioration finan sit, there is 
still imponderable factor of improvisation and extraordinary meas- 
ures which govt may be able to take to permit continued payment 
state salaries. All govt finan resources will reportedly be expended 
by Noruz (Mar 21). However it is not inconceivable govt wid resort 
to stop-gap measures, such as nibbling at gold coined currency, se- 
curing cash advances from possible private oil sales (mentioned in 
(1) above), and further tapping pension and other special funds. 
Such measures might be sufficient to continue salary payments for 
add! month or two. Hence, imminent break-down state administra- 
tion because lack funds pay salaries might not have to be faced by 
Nat! Front leaders. 

(3) Shah will not willingly change from habitual vacillation or 
drop his policy of awaiting play other forces which might painlessly 
dispose Mosadeq Govt without his intervention. Senate, also, which 
is talked of as presently possible means of overthrowing Mosadeq 
constitutionally, not likely to move except most reluctantly and 
after strongest prodding. Senate may hesitate until it receives clear 
indication from Shah of his full and open support before it wid vote 
nonconfidence in govt. Forces working for success this move in 
near future appear indecisive. 

Nat! Front position weaker than 2 months ago we had thought it 
wid be. However, survey of factors and developments above de- 
scribed induce conclusion for near future, say 2 months, dissolution 
Nat! Front Govt improbably. We believe govt may continue for this 
period even though it may become apparent there will be no early 
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resumption substantial oil revenues and no budgetary aid from 
abroad. 


HENDERSON 
No. 165 
we 2558 2 De Telegram 
The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 
SECRET Lonpon, February 29, 1952—6 p. m 


3766. Garner saw Eden last evening and again at lunch today 
and has had further discussions with AIOC. Status his understand- 
ing with UK at present is: 

1. General. Brit will give bank considerable flexibility next 


= . oo Irans without — — ag aang at 
point ge yd can out with Iran, Prud’- 


ee oe eae ae thers ae will see how much he can sell to 
t 

2. Technicians. Brit will not ~ yd t contain provisions 
_— ing return Brit personnel and ‘homme will, if neces- 


able to tell Irans Brit not adamant on this point but bank 
however still must insist its hands not be tied. Brit have indicated 
they wil! leave question technicians in Garner's hands. 

3. Operating auth. Brit agreeable Irans making own statement 
bank operating on their behalf, — in reply to written commu- 
nications from bank outlining areas t. Garner, howev- 
er, believes this question is unimportant and will fall into place if 
other questions are settled. 

4. Price. FonOff and AIOC will discuss with Prudhomme over 
weekend possibility offering Irans price on basis ucts rather 
than crude. Ross of FonOff indicated this noon to Linder and Fer- 
guson in strictest confidence UK probably will make this conces- 
sion but will ask bank not to mention it to lrans except as last 
resort. Garner prefers going back to Irans with offer of price based 
on crude plus some fee for refinery operations in form tax, etc. but 
doubts Irans will accept this. 

5. Legal position. UK Govt reps admit insistence on maintaining 
legal rights may have little practical value bui hesitate abandon 
their position without being certain receiving acceptable settlement 
in exchange. In view this attitude UK not so far willing consider 
or renga either in connection present convs or as suggested by 


Garner has urged Brit time opportune for some gesture friend- 
ship toward Iran in effort eliminate their suspicions Brit attempt- 





‘Repeated to Tehran 
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ing regain former position thru intermediary of bank. He has sug- 
gested itr to Mosadeq from Churchill as appropriate but has not 
recd particularly enthusiastic reaction from Brit. In general, altho 
number of specific points still not definitely settled, Garner be- 
lieves he has recd sufficient flexibility from Brit to leave room for 
some hope and believes Prud homme will return Tehran with suffi- 
cient latitude find further areas of agreement. He realizes negots 
on this basis will necessarily be protracted but he does not think 
this is undesirable since it will give moderate elements in Iran op 
portunity keep pressure on Mosadeg to reach agreement with 
bank 

GurroRD 


No. 166 
wer mol Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET $$ PRIORITY Tenran, March 5, 1952—6 p. m. 


3377. For Rountree for Garner IBRD from Prud homme. 

“Arrived yesterday. Met Mosadeq today with only Clark, 
Lipkowitz, Talleghani present. Reviewed London discussions and 
suggested possible new slants including smal! refinery fee, possibili- 
ty distribution to both parties from escrow after escrow reaches 
minimum required AMH, possibility Brit wid give bank some dis- 
cretion on rate of hiring technicians though on stated assumptions 
that no discrimination and that bank wid not undertake operation 
without Brit. After touching lightly on all other major points, in- 
cluding undesirability refined products price basis, Iran price for- 
mula too high, and unwillingness bank get involved again in argu- 
ment on operating for lrans acct, informed Mosadeq that you wid 
be reporting to bank directors and we wid need your instrs before 
bank's position cid be firmly fixed. This is tactic to keep negots 
from freezing up. We are guided in this by your desire keep negots 
going. We concluded by saying that fairly wide distance still sepa- 
rates Iran and Brit and that as of today agrmt cannot be said to 
exist. 

“Suggested Irans might logically ask more precision as to width 
of gap on different questions, and that we wid be glad go into each 
point in more detail in further mtgs. Mosadeq quiet and perhaps 
discouraged. He remarked that not much progress seems to have 





‘Repeated to London 
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been made but said wid like negots continue until either agrmt or 
final impasse. Asked us meet Parliamentary Oi] Comm tomorrow, 
without him, and arrange with comm for further migs, ‘5 or 6 migs 
if nec’. He mentioned prob of preparing budget for coming Majlis 
and that no oi] agrmt wid mean sharp cuts causing unrest which 


widespread 

“Mar 3 FonOff handed me memo isee Embtel 3378, Mar 5).* Re 
para (a) that memo think this is poor idea and we do not intend 
budge from bank's previous position. Re para (b) believe first sen- 
tence means no exclusion to be expressed or implied. 

“Last sentence means bank freedom to engage techs gradually. 
However in penultimate sentence Brit have put words in our 
mouth to which we might not agree in every circumstance. Bank's 
position is not to accept resp without nec techs and only ones read- 
ily available are Brit. Refer to Rieber for most recent views on 
avail techs from other sources. 

“Para ic) is unrealistic since we had previously discussed price. 
Possibly they mean by-products prices. Asking Middleton have co 
mail you memo Mar 3 on points discussed with them in London, 
which yields little or nothing. 

“My comment on London talks is that co, supported by HMG, 
cannot contemplate losing operational control either interim or 
long term, that Irans sense this and will balk. Believe we shid soon 
put time limit on negot present mission after clarifying points at 
issue and pass bal! to Irans to take next initiative.” 

HENDERSON 





* Not printed (MMS 2553/3-552) 


No. 167 
wee Do Teter wort 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY Tenran, March 13, 1952—6 p. m. 


3513. 1. Fol conversation with Mosadeq on other subjects this 
morning, he said he wid like talk with me again re oil problem. He 
had been informed thru reliable sources that: 


(a) Amer oil interests were to agrmt between Iran and 
Bank and were doing utmost it; 

(b) Brit Govt also really unsympathetic to agrmt and was follow- 
ing policies which wid prevent its consummation. 





'Tranemitted in two sections, repeated to London 





in state of chacs. businessmen be 
lieve it wid be unfortunate for US and for their own investments if 
country in strategical position of Iran shid collapse. There were un- 
doubtedly some narrow-minded oi! officials and other businessmen 
in US who were so opposed idea organization like Bank undertak- 
ing operate business enterprise that they wid prefer Iran go bank- 
rupt rather than for Bank operate its oil industry. This kind think- 
ing, however, did not dominate US business world I wid not be 
frank, however, if I did not tell him that there was strong senti- 
ment throughout whole business world that it wid be unfortunate 
for Bank enter into agrmt with Iran of character which might en- 
courage govts other countries to break their internat! business 
There was gen belief that if Iran wid obtain important ad- 
set in which wid undermine whole structure internat! in- 
with disastrous consequences both to investing countries 
to countries needing fon investment. | did not believe, howev- 
was being particularly influenced at this time by this 
on part business world) My impression was its 
make certain concessions to Iran was not due to pres- 
finan and business circles, but to practical commercial 
ions. It cld not, for instance, make concessions re selling 
price Iran oil if such concessions wid result in establishment prices 
which internat! oi] «.d not pay. Mosadeq said he cld understand 
commercial factors involved in price problem. 

3. I said in my opinion practical considerations also governed 
Bank's attitude re employment Brit technicians. Inescapable fact 
there was extreme shortage oil experts. Bank therefore unwilling 


Lk 

it 
; 
: 


rf 
| 


iH 
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PriMin enter into any agrmt which wid permit employment single 
Brit oil technician Iran. Bank reps cld continue carry on negots for 
some twenty days until new Majlis met but so long as they contd to 
refuse to agree exclude Brit technicians, negots wld make no 
progress. He wid resign when new Majlis convened. Perhaps suc- 
cessor govt wid be willing enter into agrmt which wld permit 
return Brit oil technicians. He wid refuse remain on as PriMin if it 
shid become clear at that time that no agrmt with Bank possible 
unless that agrmt wid mean return Brit technicians. On one hand 
he cld not agree to return of these technicians and on other hand 
he preferred resign as PriMin rather than to block agrmt. He wid 
therefore step aside and let someone else take responsibility Iran's 
future. 

4. | told PriMin I convinced bank cid not enter into any agrmt 
providing for exclusion employment Brit Natls as oil experts. In 
view what he had just said | thought it wid be difficult come to 
agrmt; nevertheless in order save time it might be possible during 
period between now and mtg new Majlis for reps bank in Iran 
work out agrmt complete in every respect except possible provision 
re techincians. If agrmt shld be reached on every other point it 
might be easier for new Majlis decide what course to adopt re Brit 
technicians. PriMin said without agrmt of technicians no mtg of 
minds possible on other points. He willing make concessions re dif- 
ferences such as price, terms of management in return for conces- 
sions on part bank re technicians. He wid not yield one inch on 
other points, however, unless he given reason believe bank wid 
yield on Brit technicians. Negots therefore wid be fruitless if bank 
unwilling change its attitude re Brit technicians or unless Majlis 
wid take responsibility for altering Iran attitude this point 

5. I said Prud'homme and his associates, men of affairs. It wid 
not be considerate for Iran Govt to keep them here for 20 days in 
what seemed to be useless negots. Mosadeq agreed. He said he 
thought it might be good idea for them leave Iran before Noruz 
holidays and return shortly after Easter. By that time new Majlis 
wld have convened and wid be prepared consider problem techni- 
cians. He added before departure Prudhomme might make an- 
nouncement to gen effect his mission, after further exploration 
views Iran Govt, was proceed US for consultation with its princi- 
pals and planned return to resume negots in Apr. He did not wish 
it to appear negots had broken down. Morale Iran people already 
very low; he did not know what wid happen if it wid sink much 
further. 

6. When I returned to Emb from conv with Mosadegq, I found 
Prud'homme and other mbrs mission awaiting me. | outlined my 
conv with Mosadeqg. They said his statement to me fitted in to 
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extent with their experience during last two days in negots. They 
had already been advised informally that it wid serve little purpose 
for them remain Iran during New Years holidays. They were plan- 
ning tentatively return US early next week. I understanding they 
are telegraphing direct to bank in this respect. 

7. | left Mosadeq feeling he was sincere in insisting he wid refuse 
continue as PriMin after Majlis met if bank now willing enter into 
agrmt which wid exclude Brit oil experts. I cannot be absolutely 
certain, however, that he may not change mind when time comes 
for him to carry out his intentions. 

HENDERSON 


No. 168 
$52 Telewrar 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY TEHRAN, March 14, 1952—noon 


3516. For Rountree for Garner IBRD from Prud'homme. Bank 12. 

1. Yesterday's mtg with subcomite was probably last one this 
mission. Discussed export duties and income taxes for few minutes 
while sitting for over two hours indulging in tea and friendly persi- 
flage in extraordinarily cheerful atmosphere. Looks like everybody 
has got the word (ref Ambassador's conversation with Mosadeq 
Mar 13 about which assume you have been informed). Also drafted 
joint communiqué to be submitted Mosadeq and hence subject to 
change, as fols: 


“The members of International Bank mission have discussed 
with mixed oil commission, and with subcomite oo by it, 
many of the outstanding problems connected with oil question. 
Among these were questions of methods of operation, personnel, 
price, amount of oil to be sold and terms of sale. As result of these 
discussions it is necessary for bank mission obtain views of bank 
management, concerning some of these questions. The Noruz holi 
days provide an opportune occasion for them go to Washington for 
that purpose. After they have obtained further instructions and 
views of bank management, they are expected return Iran to 
resume work”’. 


2. Have talked over with Henderson and Middleton alternative 
communiqué which they wid prefer as being more realistic and 
frank, although Henderson believes Dept wid prefer first. 

3. Alternative communiqué fols: 





‘Repeated to London 
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“Discussions have taken place between Iranian Govt and reps of 
International Bank regarding ibility of resuming operations in 
oil industry on large scale. versations have been frank and 
— but unfortunately it has proved impossible reach agree- 
ment. In circumstances Prud'homme and his advisers are return- 
ing Washington to report to their principals. Mr. Prud’homme has 
made it clear that International Bank wid be prepared resume ne- 
gotiations in case it shi later appear that present difficulties in 
way of agreement might be overcome’’.” 


4. In accord your instructions have kept negotiations open but as 
you know my personal judgement was that we shld have taken 
more positive position immediately upon my return from London. 

5. Have asked see Mosadeq Saturday and will call on Busheri, 
Kazemi and others before leaving. Tentative departure plans which 
will confirm are Clarke by KLM Mar 19 arrive New York noon 
20th, Lipkowitz BOAC Mar 18 spending several days Carne per in- 
structions Rosen. I also plan leave March 1&8 spend one day Rome 
two days Nice en route Washington. 

6. Under circumstances hardly seems we need further replies 
from you our previous questions. See you soon. 

HENDERSON 





2Neither of these proposed communiques was issued Rather, Henderson informed 
the Department in telegram 3540, Mar. 16, that the following version would be used 

“Members of Internat! Bank have held discussions about oi! problem with PriMin 
and his advisers in several mtgs from Feb to March Discussions, which have been 
frank and friendly covered principal problems involved in operation of industry A 
measure has been achieved on some points but unfortunately, it has not been possi- 
ble reach agrmt on several! important issues 

“Members of Bank mission will avai! themselves of Noruz and Easter holidays to 
go Wash and report result of these discussions to Bank management Mission will 
be ready return here later, if it appears that further progress can be made.” 
(SBR 2553 /3-1652) 


No. 169 
SAR 2558 4-352 Telegran 


The Secretary of State to the Embassy in Iran’ 


CONFIDENTIAL WASHINGTON, April 3, 1952—7:14 p. m. 
PRIORITY 

2146. Internat! Bank issued release press today stating there 
have been no new developments Bank's negots since joint commu- 
niqué; that Bank’s mission has returned and made its report; that 





‘Repeated priority to London. Drafted by C. Vaughan Ferguson and approved by 
Rountree 
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present status is negots recessed not terminated; and that Bank 
Stands ready assist working out any practicable suggestion which 
offers any reasonable prospect success. Accompanying statement is 
lengthy review oil controversy and role played by Bank.” 

Dept wld have preferred review negots not be issued and so in- 
formed Bank. Bank, however, considered it necessary for nr rea- 
sons set forth record its activities and has been encouraged do so 
by Brit Govt. While review substantially accurate it may give im- 
pression blame placed largely on Irans, and we fear it may result 
in improbability future re-entry into picture on part Bank. Iran re- 
action detailed points at issue as set forth in statement may also 
greatly enhance difficulty any future negots for Irans retreat from 
position taken by Mosadeq. 

If matter arises in conversation with Iran officials, you may wish 
take line Bank probably felt obliged by very character its org re- 
count in full its various activities and in view suspension conversa- 
tions in Iran it believed it had make statement this sort. Statement 
does not however mean Bank unwilling resume discussions. 

Dept believes it best Emb not publicize review itself or distribute 
it through official US informational media. No objection however 
distribution introductory release explaining Bank’s present position 
summarized first para. 

FYI, Garner consulted Senator Busheri’s son, Iran Rep on Bank, 
who did not anticipate adverse reaction to statement. Realize of 
course he not in position reflect Iran viewpoint. 

ACHESON 





*Neither the Bank's press release nor its accompanying statement is printed 
(RRR 2553 /4-352) 


No. 170 
The S MSP 4.1952 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET PRIORITY Tenran, April 19, 1952—5 p. m. 

4024. 1. Following my talk with Shah regarding likelihood funds 
earmarked for 1952 military aid to Iran being diverted to other 
countries, Shah discussed matter with Mosadegq insisting latter give 
required assurances. (Embtel 3916, April 14.)? Shah also requested 





‘Transmitted in two sections 
*Telegram 3916 also reported that Henderson informed the Shah again that the 
United States could not resume military aid to Iran until the Iranian Government 
Continued 














372 FOREIGN RELATIONS, 1952-1954, VOLUME X 


Ala to ask me for copy draft reply which last January Shah was 
hoping be able make to Kingsbury Smith (Deptel 1410 of January 
11).* At Ala’s request on morning 17 April I give him following 
draft of proposed reply to Kingsbury Smith altered somewhat to 
make it suitable for incorporation in communication from Prime 
Minister to me. 


“International position Iran has been consistently clear. Iran 
seeks maintair friendly relations with other members UN. To 
extent that its resources and general conditions akagy it loyally 
supports and defends principles of charter UN. While devoted to 
cause world peace it is doing what it can strengthen its defensive 
capabilities. If it should be attacked from any direction whatsoever 
it would defend itself with all resources it commands.” 


In handing Ala this draft | stated that although I thought US 
Govt would still consider it satisfied requirements of 511 (a) in con- 
junction with assurances already contained in Mosadeq’s note of 
January 4,* I could not be sure. 

2. Ala discussed this draft on same day with Prime Minister who 
said he did not believe he could give assurances contained in it but 
would take up matter with Cabinet in afternoon session. During 
this session Min ster War Yazdanpanah and Minister Roads Bu- 
sheri urged Prime Minister give such assurances. Only member 
Cabinet really opposed was Kazemi, Foreign Affairs Minister, who 
argued that giving assurances this kind would inevitably force Iran 
into Western bloc and would provoke Russians. Foreign Minister 
particularly opposed to phrase “while devoted to cause world 
peace” which he maintained would mean Iran ready to go to war 
for cause world peace. Prime Minister told Cabinet he would en- 
deavor persuade me to recommend that US Government accept 
statement from him to effect Iran willing to accepi military aid 
from US and adhere to principles UN charter. He did not think 
could go further without endangering Iran's neutrality. 

3. Ala reported these developments to me on evening April 18 
and asked if US Government could not accept statement suggested 
by Prime Minister. I said no I would not even submit statement 
this kind for approval. If I did Washington would certainly obtain 





had provided the proper assurances called for under Section 511 (a) of the Mutual 
Security Act of 1951. (123 Richards, Arthur L.) 

*On Jan. 9 Ambassador Henderson cabled to the Department a draft reply from 
the Shah to questions which Kingsbury Smith, a newsman, had addressed to him 
The suggested response would have provided, when incorporated in a formal letter 
from the Iranian Government, the proper assurances necessary to qualify Iran for 
military aid under the terms of the Mutual Security Act. (Telegram 2545; 7885 
MSP 1-952) The Department informed Henderson that it approved this plan on 
Jan. 11. (Telegram 1410; 788.5 MSP/1-952) 

*See footnote 4, Document 141 
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impression Prime Minister was taking frivolous attitude towards 
matter cons.derable importance. Ala said he would discuss matter 
again morning 19th with Mosadegq. 

4. This morning after talking with Mosadeq Ala telephoned me. 
Said Prime Minister still maintained he could not give assurances 
of character contained in draft. Ala added Shah had asked him 
urge me recommend Washington accept Mosadeq's proposed draft 
accompanied by private assurances of Shah that as soon as new 
government would come into power Shah would do all possible pre- 
vail on it give full assurances of kind needed. I told Ala I was not 
sure US Government would be satisfied even with statements of 
kind I had given him and I knew it would be useless to propose 
anything less strong. At Mosadeq’s request I saw him today shortly 
before noon. Before calling on him I had edited draft given Ala cut- 
ting it down to three short essential statements which read as fol- 
lows: 


“To extent that its resources and general conditions permit, Iran 
2 ary! supports and defends principles of charter UN. It is doing 
what it can to strengthen its defensive capabilities. If it should be 
attacked from any direction whatsoever it would defend itself with 
all resources its command.” 


5. Prime Minister opened our conversation with long dissertation 
regarding importance to US and to Iran that US continue maintain 
active interest welfare and independence Iran. He said this interest 
so important US shid not allow matters of mere form or legal tech- 
nicalities to prevent it from giving Iran such aid as it might need. 
He insisted he had always desired US military aid but unfortunate- 
ly US had not been prepared to give it unless Iran give US commit- 
ments which he was not in position to give because of certain inter- 
nal and international considerations. 

I interrupted Prime Minister at this point. I said I still failed un- 
derstand why kind of assurances which US required should be em- 
barrassing to him or to Iran. I handed him copy of draft quoted in 
paragraph 4 above asked hirn read carefully three sentences con- 
tained in it and tell me why any country which was loyal member 
UN should hesitate incorporate them in statement of its policies. 
Prime Minister after going over these sentences one by one in- 
quired if I thought they would satisfy my government. I replied I 
had not had opportunity submit them to Washington but I believed 
that they would. He said he was willing to make statements sub- 
stantially the same as those incorporated in this document if his 
Cabinet would agree. He might however like make several minor 
changes. Prime Minister then proceeded to scribble various ver- 
sions of draft of note to me. After considerable haggling I finally 











374 FOREIGN RELATIONS, 1952-1954, VOLUME X 


agreed to accept for consideration Washington draft which seemed 
to me to meet our basic requirements. I asked him if I was at liber- 
ty submit this draft immediately to State Department for approval. 
He said he preferred I wait until Cabinet should have opportunity 
pass on it this evening. In view however urgency this matter I am 
submitting tentatively herewith for Department's comments Eng- 
lish translation his Persian draft. 

6. Pursuant to our oral conversations I find it necessary to 
inform Your Excellency that: 


“My Government in view of its financial and economic situation 
has never withheld acceptance of the assistance which Your Excel- 
lency’s Government is prepared to extend to this country. 

To the extent that Iran's resources and general conditions permit 
Iran supports and defends the principles of the charter of the UN. 

It is also doing what it can to defend its defensive capabilities. 

And if it should be attacked from any direction it shall defend its 
freedom and independence with all its might.” 


6. [sic] I told Prime Minister that if this note should be accepta- 
ble US Government Department of State at appropriate time 
would probably be obliged to inform Congress that in its opinion 
Iran had qualified itself to receive military aid. Prime Minister 
said he would have no objection but earnestly requested that State 
Department in informing Congress that Iran had qualified self re- 
ceive military aid would not publicly state that Iran had complied 
with provisions MSA. He did not want his opponents say he had 
allowed himself to be governed by US legislation. He therefore had 
avoided any reference to US legislation in his note to me. 

7. Although I did not discuss with Prime Minister character my 
reply to his note | hope Department will not insist that it contain 
reference to MSA. | suggest my reply be limited to acknowledg- 
ment his note and to statement to effect that | have pleasure 
inform him my government is taking appropriate steps to resume 
extension of military aid to Iran. 

8. I sincerely hope Department can accept as satisfactory assur- 
ances Prime Minister's draft without alterations. Changes on our 
part might result in series of attempted alterations by him. I have 
been encouraged to believe that this draft might be acceptable to 
Department in view attitude displayed by Department in Deptel 
1410 of January 11 in reply Embtel 2545 of January 9.° 





‘See footnote 5 above 
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9. Shall inform Department just as soon as we learn Cabinet's de- 
cision.® 
HENDERSON 





*On Apr. 19 Ambassador Henderson reported that Mosadeq informed him that 
the Iranian Cabinet had approved the draft note submitted in telegram 4024 (Tele 
gram 4025; 788.5 MSP/4-1952) 


No. 171 
*) 4.2 Teleeram 


The Secretary of State to the Embassy in Iran’ 





SECRET PRIORITY WASHINGTON, April 21, 1952—7:07 p. m. 
NIACT 

2312. Draft Iran note (urtel 4024 Apr 19) as amended by ur 4029 
Apr 20? acceptable provided change made which shld not present 
great difficulties for Iran Gov. 

This is in preamble beginning “my Govt”. As now worded this 
sentence might be misinterpreted as ungracious and unfriendly 
and cause unnecessary difficulty. Substitution of “welcomes” for 
“has never withheld acceptance of’ wid avoid this difficulty. Alter- 
natively, entire sentence might be omitted. 

Regret necessity suggesting change in text but hope this modifi- 
cation will not prove difficult. 

If Iran Gov agrees note as modified above, suggest ur reply ac- 
knowledge receipt Mosadeq note and refer to conversations be- 

tween two Govts on question US mil and econ aid. You might then 
state in view contents his communication, US Gov prepared 
resume mil aid as soon as possible 
Fol is suggested press release to be put out by both Govts: 


“Conversations which have been proceeding for several months 
between Iran and US Govs on question Amer mil assistance to Iran 
have now been concluded and US has recd from Iran assurances 
which qualify that oy to again receive this assistance. Ship- 
ments of mil supplies by US Gov will be resumed as soon as possi- 
ble.” 


If exchange takes place, suggest you pt out at least to Shah but 
also to Mosadegq if you deem advisable that substantial interruption 








'Drafted by C. Vaughan Ferguson and Rountree and approved by Matthews 

On Apr. 20 Ambassador Henderson notified the Department to substitute the 
word “strengthen” for “defend” in the final paragraph of the Iranian draft note 
(Telegram 4029, 788 5/4-2052) 





ee 
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in Iran mil program may result in some delay before shipments in 
large quantity can be resumed by US will do its best to expedite. 
ACHESON 


No. 172 
>) 6 22 Tebegram 


The Ambassador in Iran (Henderson) to the Department of State 


SECRET NIACT Tenran, April 23, 1952—5 p. m. 

4068. 1. Because delays in transmission and garbled condition 
Deptel 2312, April 21 answer to Embtel 4024, April 19 deciphered 
only late this morning. Saw Mosadeq early afternoon. Found him 
apparently greatly disturbed re current political and financial sitn. 
This subject another tel.' Said he already under severe fire several 
directions because his decision accept US mil aid and compelled at 
present critical juncture move with greatest care. 

2. He accepted with reluctance Dept's suggestion substitution 
word “welcomes”. First asked if we wid not agree to “accepts”. | 
said probably if he wid add “gladly” or “with pleasure’. Otherwise 
connotation was US pressing Iran accept aid. He apparently pre- 
ferred Dept's suggestion. At my suggestion Mosadeq agreed to fol 
change in English translation third para his note to me: 

“Iran supports and defends the principles of the Charter of the 
UN to the extent that its resources and general conditions permit.” 

3. I then showed him my proposed reply which after acknowledg- 
ing his note added: “and take pleasure in informing Your Excellen- 
cy that US Govt has authorized me state it is resuming extension 
military aid Iran’. He suggested deletion word “military”. I said 
with such deletion exchange wid make no sense, US already giving 
Iran econ aid. He then said no answer necessary. In any event he 
did not wish word “military” used in text of notes. This wid add to 
his troubles. | finally agreed tentatively to reply as fols: 


“I have read Your Excellency’s note to me of Apr (blank), 1952 
and take pleasure in informing Your Excellency that | am appris- 
ing the Govi of the US of its contents. 

“Accept, Excellency, etc.” 


4. I then gave him copy Dept’'s suggested press release. He object- 
ed strenuously, particularly to words “mil,” “assurances,” and 
“qualify”. Said no communiqués necessary. Publication of notes 
wid be sufficient. | said publication of notes as now drafted without 





'Neot printed 





(a) lramn communiqué wid consist merely text of notes, 
(b) US communiqué wid read as fols«: 


“Fol an of notes on Apr (blank), 1952, between the 
Prime Minister of Iran and the Amb of the US to Iran, it has been 
decided that mil assist from the US to Iran shid be resumed. Ship- 
ments of mil supplies by the Govt of the US will be resumed as 


soon as possible. 
“The notes referred to above read as fols: (text of notes).” 


5. I told Prime Minister that in replying to press inquiries and in 
communicating with Congress, spokesmen for State Dept wid make 
US and Iran look ridiculous if they failed f aunkly to state signifi- 
cance of exchange. He said he realized that outside context commu- 
niqué State Dept officials might be obliged make certain explana- 
tions. He hoped, however, they cld use words such as “statements” 
instead of “assurances,” and “entitled to” instead of “qualified” in 
discussing matter with press or Congress. I told him | was sure 
State Dept wid be discreet as possible and endeavor not embarrass 
him or his govt by emphasizing Iran had at last given assurances 
which US law required. 

6. Our agrmts were tentative on both sides. He said he must 
submit documents | left with him to Cab for final decision and I 
said | must submit to State Dept. He again asked | not take up 
matter with Dept until after clearance had been obtained from 
Cab. Nevertheless, | am doing so in view time element. Even 
though docs submitted herein not as satisfactory as I wid like | 
hope Dept can accept them. Apparently Kazemi, FonMin who has 
vigorously opposed mil aid has been rallying his forces in last at- 
tempt block it and Prime Minister is in delicate position because 
he cannot afford at this critical moment lose support Kashani and 
Natlist extremist elements for whom Kazemi acts as spokesman.” 

7. If Dept desires after communiqués have been published I cld 
write MFA routine note stating with no ref to exchange of notes 
between Mosadeq and me that US Govt has authorized me to 
inform Govt of Iran that it has given instrs for resumption of mil 





"Henderson reported on Apr 23 that the Iranian Cabinet had approved all the 
tentative arrangements described in telegram $068, with the exception that in the 
proposed Department of State communique the word “resumed” in the sentence 
ending “Iran should be resumed” be changed to “continued” (Telegram 4071, 78®5/ 
4-2352) 
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assist to Iran. I wid do this without previous discussion with Mosa- 


deq. 
HENDERSON 
No. 173 
*) &€ 222 Veleuram 
The Secretary of State to the Embassy in Iran' 
SECRET PRIORITY WasninocTon, April 23, 1952—7:37 p. m. 
NIACT 


2334. 1. Agree modified wording English translation third para 
Mosadeq's note to you, as indicated para 2 Embtel 4068.? 

2. Concur ur proposed reply as per para 3 reftel. 

3. Agree proposed press treatment of release as per para 4 as 
modified by Embtel 4071.° However, believe it advisable that 
Dept’s press release end with first para and that text of notes be 
not incorporated in US statement. Reason is that publication of 
notes wid raise question as to whether this alone complies with 
provisions Sec 5lla, and it wid then have to be explained that this 
Iran note must be read in conjunction with previous note in con- 
nection Sec 511b. Comparison wording notes with precise language 
in legislation wid probably result in some confusion or misunder- 
standing. If such questions arise as result release of notes by Iran- 
Gov, however, Dept cld explain matter on ad hoc and oral basis to 
anyone who inquires. 

4. It is intended that brief written communiqué will be released, 
and other comments will be made as oral explanation. In doing so, 
Dept will endeavor comply with Mosadeq’s wishes as reported para 
5 reftel and avoid any statements which might be embarrassing to 
him. Dept cld not, of course, make statement which cld be con- 
strued as covering up or concealing purpose of exchange. 

5. Dept sees no need for procedure suggested para 7 reftel which 
might be particularly undesirable in view Kazemi attitude. 





'Drafted by Rountree and C. Vaughan Ferguson and approved by Matthews 


® Supra. 
"See footnote 2, supra 
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6. You are authorized proceed on foregoing basis.‘ Suggest co 
ordinated press releases Friday.* 
ACHESON 





*On Apr Se ee tee eee tenia es ce 
changed notes that morning. (Telegram 4085, 784.5/4-2452) The original of Mosa- 
deq's note and a certified copy of Henderson's note are included in despatch 1150 
from Tehran, Apr 24 (788.5 MSP 4-2452) For the texts, see TIAS No 2967 and 5 
UST (pt. 1) 788 

*Not printed, for the text of the presse release issued on Apr 25, see Department 
of State Bulletin, May 12, 1952, p. 746 


No. 174 
7’ > 6 29 Telewram 


The Secretary of State to the Embassy in the United Kingdom' 


SECRET PRIORITY WasnincTon, April 29, 1952—12:35 p. m. 

5535. Fol for ur use in replying Eden's comments (re Embtel 
4884? rptd Tehran 206). 

US announced at time that mil assistance to Iran had been sus- 
pended effective Jan 8 as result Iran's failure comply with provi- 
sions Sec 51la MSA. Also announced that communication had been 
recd from Mosadeq which permitted continuation technical assist- 
ance program.’ It was made clear that conversations with IranGov 
re assurances for mil aid were continuing and that it was hoped 
satisfactory arrangements wid be worked out. Such conversations 
were in fact continued between Amb Henderson and IranGov. Brit- 
Emb here were informed upon this matter. Shah and mil leaders 
were seriously concerned over suspension mil aid and exerted con- 
stant pressure upon Mosadeg to give required statements. Mosadeq 





‘Repeated priority to Tehran Drafted by Rountree and approved by Matthews 

"In telegram 4544 Ambassador Gifford reported that Foren Secretary Eden had 
telephoned him on Apr 2* to express his disappointment with the apparent failure 
of the United States to inform the British in advance that a military assistance 
agreement was being concluded with Iran Eden also claimed that the United 
States, by its action, had given Mosadeq a new lease on life, as he was conveying the 
impression that this agreement represented a US decision to extend financial aid 
as well to Iran. The Ambassador said he had tried to reassure Eden that the accord 
contained no new provisions, that Mosadeq simply had complied at last with the re 
quirements of the Mutual Security Act. Eden, however, refused to accept this expla- 
nation. He was concerned about the domestic political ramifications of this event, as 
it created the impression that the United States and United Kingdom were divided 
over policy vis-a-vis Iran. (788.5/4-2852) 

"W. Averell Harriman, the Director of Mutual Security, made these actions public 
on Jan. 22 in letters addressed to the Chairmen of the Senate Foreign Relations, 
House Foreign Affairs, and House Armed Services Committees. For the text, see De- 
partment of State Aulietin, Feb. 11, 1952, p 298 
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and Shah knew from early stages of negots minimum statements 
which wid be accepted by US, and cid at any time have concluded 
matter permitting resumption mil aid. Largely if not entirely as 
result pressure from Shah, Mosadeq decided reluctantly and in op 
position extremist elements in Cabinet make required statements 
which were incorporated in his note of Apr 24. In announcing this 
action Dept made clear to press Apr 25 that this related solely to 
mil aid.* 

Prior to receipt Embtel and démarche by BritEmb rep Wash,* 
Dept recd Tehran's 4162° reporting that Mosadeq Govt creating 
false hope US preparing large-scale finan aid to Iran and hinting 
resumption mil aid only beginning various kinds new assistance 
from US. Amb Henderson suggested Dept find earliest occasion 
make clear no new change in US policy re econ and finan aid to 
Iran. 

Completely aside from Brit approach, Dept naturally disturbed 
at indications IranGov creating erroneous impressions concerning 
import Apr 24 exchange of notes and will endeavor further clarify 
matter in press statement today, which will be subj separate tel.’ 

In discussing matter with Eden suggest you point out (a) Dept as- 
sumed Brit knew status of matter and likelihood exchange of notes 
wid take place at any time; (b) US mil group in Iran was not with- 
drawn under assumption aid wid be resumed at early date; (c) prin- 
cipal motivating force in exchange of notes was Shah who was ear- 
nestly alarmed over possibility losing US mil aid, since he knew 
that if assurances not given very soon mil aid earmarked for Iran 
wid have to be transferred to other countries in order permit obli- 
gation before June 30; id) US, having made it clear only impedi- 
ment to continuing mil aid was lack of assurances, and having 
made clear from inception of discussions nature of statements re- 
quired, cld not very well refuse accept them when offered, and ‘e) 
development is not entirely to Mosadeq’s polit advantage since for 


*See footnote > supra 

‘On Apr 2* representatives of the Britieh Embassy protested the conclusion of 
the military aid agreement along the same lines as Eden had to Ambassador Gif. 
ford Department officials responded with the same observations which were sent to 
London in telegram 5535. (788.5 MSP 4- 2852) 

*In telegram 4162 Ambassador Henderson reported that Mosadeq was suggesting 
that the military aid accord foreshadowed the granting of large-scale financial aid 
as well (HRK 104-2852) 

’The Department informed Gifford om telegram 5543 that the Department's state 
ment of Apr 29 regarding aed programs for lran would be in that evening's Wireless 
Bulletin. (798.5/4-2952) In telegram 2497, May ®, the Department informed the Em- 
basev in Tehran that the Department had given the British Embassy in Washington 
comes of the news conference as well as a copy of the statement used by 
the Vowe of America Moreover, the was informed that the transcript of 
the news conference was not published by the Department. (7#* 5/ 5-752) 
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first time he has been forced to retreat from previously announced 
position under direct pressure from Shah. Polit advantage at best 
can be temporary and once US position clear, Dept confident no 
warm will result. 

Believe you took proper initial line with Eden and hope above 
will reassure him. Appropriate legislation Sec 51la of MSA of 1951, 
not 408. 

ACHESON 


No. 175 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY Tenran, May 24, 1952—noon 

4540. 1. Ala, Min Court, asked to see me yesterday afternoon. He 
told me he wanted to talk in utmost confidence re problem facing 
Shah. Until several weeks ago Shah's policy of not intervening in 
political situation seemed to have widespread support although cer- 
tain opposition circles were inclined be critical at his passivity. As 
situation has continued decline increasing number Iranian polit 
leaders have been insisting that Shah take some action to prevent 
complete ruin of country. He was afraid that Shah's policy of non- 
intervention was now commencing seriously to affect his prestige 
Country was looking to Shah to take some kind of »rtion. Question 
was what kind of action shid he take ard at what point 

Shid Shah take steps to effect removal Mosadeq before )‘ay 27 
tentative date departure for Hague’ If he did and Internat! ( ourt 
shid decide against Iran Shah and new govt wid certain! be 
blamed. Shid Shah try bring about fal! of Mosadeg after latter had 
concluded his arguments at Hague and before he had returne' to 
Iran? Such course might be construed as cowardiy. It might be said 
Shah had not dared remove Mosadeq while latter was on Iranian 
soil. Suppose Shah shid decide await Mosadeq's return before ef. 
fecting his removal. Mosadeq might dawdle on his way back He 
might stop over in Switzerland or elsewhere in meantime financial 
situation cf country might have resulted in internal disorders. Fur- 
thermore if Shah shid bring about removal Mosadeq now, in 
Hague, or after his return what cld his successor do to relieve fi- 
nancial situation? If Bank Melli shid be unable furnish more 


'Tranemitted om two sections, also sent to London 
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money new govt wid probably not be able pay govt salaries and 
other current expenses. 

It seemed now quite clear US cld not help Iran overcome its fi- 
nancial difficulties except with advance approval of Brit Govt. 

That approval not likely be given until Iran had met such condi- 
tion as UK may prescribe for oil settlement. It wid take consider- 
able amount of time for agreement to be concluded even if both 
govts take conciliatory attitude. But Iran had no knowledge which 
wid cause it to believe Brit wid take conciliatory attitude. It not 
impossible UK seeing that Iran's situation was desperate might 
stiffen its demands to such extent that new govt finding itself 
unable meet them wid collapse. Even if US Govt wld be willing 
come to rescue new Iranian Govt financially without awaiting set- 
tlement oil question there no reason believe it had funds readily 
available for such purpose. Perhaps Congressional action wld be re- 
quired. Ala said he wid be grateful for such advice and suggestion 
as I might be able give him on confidential personal basis. 

2. We are convinced in view unyielding attitude assumed by Mo- 
sadeq and by Brit Govt no settlement oil problem possible so long 
as Mosadeq remains as PriMin. Mosadeq’s retirement therefore 
seems condition precedent to reaching oil settlement. Nevertheless 
hesitate in view lack of knowledge of Brit intentions give Ala 
advice. I assume Brit prefer that we do not know their intentions 
and that we give no advice. It seems to me that some of Ala’s wor- 
ries are justified. I cld not therefore brush them lightly aside and 
suggest he tell Shah he shld get rid of Mosadeq now. I therefore 
told Ala I could appreciate his perplexities and was sorry I had no 
ready answer for all of them. Before venturing offer any advice I 
wid like give whole matter careful thought. Ala said he wid talk to 
me again in day or two. He afraid however it already too late for 
Shah take any decisive action before date set for Mosadeq’s depar- 
ture. 

3. I asked Ala who in his opinion seemed likely at this juncture 
to succeed Mosadegq. He said number of candidates. Among old line 
politicians there were Qavam, Mansour and Hakimi. He did not 
seem enthusiastic about these three. He said Entezam’s name was 
also cropping up again. He spoke of Entezam in somewhat warmer 
tones. Busheri was anxious for job. Maki also had been talking like 
a candidate to Shah. Ala seemed doubtful that either of these men 
had necessary prestige. He said among Nat! Front group Shah was 
particularly impressed with Saleh. Shah liked Saleh’s courage and 
determination in dealing with Kashani. Saleh seemed to have in- 
tegrity as well as strength... . 

4. Ala asked me if I had any idea as to kind of agreement re oil 
which wld be acceptable to Brit. I replied in negative, pointing out 
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I was, however, aware of several kinds which wid not be accepta- 
ble. I added I thought Brit might still be willing accept proposals 
similar to those made by Internat! Bank. I was not in position, 
however, speak for Brit. I asked Ala why he did not discuss prob- 
lem oil with Brit. He said he did not like to do this without knowl- 
edge Mosadeq and Mosadeq wid, of course, object to informal con- 
versations. Ala expressed concern re maiter Brit oil technicians. 
He afraid Brit had in mind entry several hundred. He thought per- 
haps country might be able tolerate arrangements under which say 
20 percent of foreign technicians wid be Brit. He not sure. Situa- 
tion in south explosive and appearance in oil areas of even relative- 
ly small number Brit technicians might result in violence and sabo- 
tage on wide scale. Eventually number Brit technicians might be 
increased but at beginning number shld be extremely limited. I 
said one aspect of problem seemed be that fairly large number Brit 
technicians needed to reopen refinery. Ala said many Iranians still 
cld not understood why technicians other than Brit cld not be 
found for most of jobs in which foreign experts needed. There was 
tendency among Iranians believe polit rather than technical rea- 
sons responsible for insistence that Brit experts necessary for oper- 
ation Iranian oil industry.” 
5. Dept might care reread Embtel 3999, Apr 18° in connection 
with above. 
HENDERSON 





The Department responded that same day that it had given serious consideration 
to the many difficult aspects of the problem which the possible fall of Mosadeq 
would create, and that it hoped to provide the Embassy with a definite statement of 
policy in the near future. Moreover, the Department agreed with Henderson's posi- 
tion that the United States could not advise the Shah to remove Mosadeg prior to 
his departure for The Hague. (Telegram 2682; 788.13/5-2452) 

5In this telegram Ambassador Henderson reported that there might be a sudden 
change of government in Iran. Therefore, he suggested that the Department urgent- 
ly consider what measures the United States could initiate, particularly in the area 
of economic aid, to encourage a new regime to settle the oil controversy and to 
pursue policies generally oriented in a pro-Western direction. (888.10/4-1852) 
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No. 176 


TRA OO, 5-2852: Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET TEHRAN, May 28, 1952—4 p. m. 


4609. 1. Ala, Min Court, came see me last evening. He said that 
Mosadeq talked with Shah for more than two hours early in day; 
that altho conversation had begun amicable vein PriMin had sud- 
denly told Shah that Court and Army had been interfering brazen- 
ly in elections and this interference had caused him postpone elec- 
tions. Mosadeq also took occasion again accuse Queen Mother and 
other members Royal family of carrying on intrigues against him 
and his govt and insisted Shah take steps keep Court and Army 
out Iranian politics. 

2. According to Ala, Shah heatedly denied these charges. He said 
if any criticism was to be made against conduct elections it shld be 
made primarily against supporters Mosadegq, particularly Kashani 
and his friends, who had rigged elections and used terror in order 
bring about defeat candidates whom they particularly disliked. 
Shah said Mosadeg himself had been guilty making unfair attacks 
on various leading Iranian statesmen such as Hekmat, former 
President Majlis, at present candidate from Shiraz. Mosadeq soft- 
ened somewhat in face Shah’s counterattack and said he not accus- 
ing Shah personally of being implicated interference in elections or 
in political intrigues. Ala said Shah continued to take offensive; 
pointed out that he had been uniformly correct in his support Mo- 
sadeq even though he was not sure Mosadeq was leading country in 
right direction. Shah pointed out Mosadeq thus far had not ex- 
plained to him how he hoped with his present policies to extricate 
Iran from its financial situation. 

3. Ala said that after talking with Shah, Mosadeg called on him 
in extremely depressed mood. Mosadeq’s dejection had been deep- 
ened as result of altercation which he had had during day with 
four Senators who were to accompany him to Hague. Apparently, 
Senators had wanted to go as members official mission and Mosa- 
deq had insisted that they wid go only as his personal advisers. 
This result differences, Senators had decided not to go. Saleh, 
former Min Interior, however, was accompanying Mosadeq to 
Hague to be of such assistance as might be possible. 

4. Ala said that yesterday afternoon Shah had told him of con- 
versation with Mosadeq and had said that steps must be taken in 





'Transmitted in two sections 
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near future to have Mosadeq replaced. Shah had said feeling 
against Mosadeq now so high he cid not delay taking action much 
longer. Ala said that Shah had requested him to call on me at once 
in order ask me directly and frankly whether in my opinion US 
Govt was actually supporting Mosadeq as was being charged and 
really desired that Mosadeq remain as PriMin. Ala said Shah and 
he knew that I had been careful not to interfere in internal politics 
and that they hoped that I wid not consider it incorrect to give 
frank answers to their questions. Shah needed have answer when 
making certain decisions. 

5. Told Ala in my opinion US Govt had been giving Mosadeq 
same degree cooperation as it wid give any PriMin of friendly 
country who showed desire for such cooperation. It had not, howev- 
er, been supporting Mosadeq as a politician. Shah must be fully 
aware of various problems which US had faced during last year in 
its relations with Iran because of Mosadeq’s personal attitude. In 
my conversations with Mosadeq I had never hidden from him my 
belief he was leading Iran in dangerous direction. For sometime | 
personally had been convinced that in view attitude of UK and of 
Mosadeq’s, no solution of oil problem cld be found so long as Mosa- 
deq retained as PriMin. | believed and I thought US Govt had same 
belief, that solution oil problem necessary if Iran’s internal and 
international situation was to become normal in foreseeable future. 
I had great admiration for certain qualities PriMin and I knew US 
Govt held him in high esteem. Nevertheless, his unreasonableness 
in certain matters, such as, for instance, his unyielding opposition 
to presence Brit oil technicians in Iran, was causing harm to Iran 
and to entire community free nations. 

6. Ala expressed appreciation for “my frankness’. He said that 
Shah had decided that time was near at hand when there must be 
change in govt but he did not wish to make any move without con- 
sultation with me. Shah did not know how he might best proceed 
in matter and had asked Ala’s advice. Ala wondered whether I cld 
personally and confidentially, offer my suggestions. I said I not 
well enough acquainted with background venture give advice. It 
had occurred to me however that after PriMin had presented Iran’s 
case to Int Court, and after court had taken matter under advise- 
ment, Shah cld send message to PriMin, telling him that situation 
in Iran demanded his immediate return, suggesting that he come 
back at once without waiting for decision Int Court. Shah, by 
asking Mosadeq to return, wid have assumed leadership in polit 
crisis and upon PriMin’s return Shah by series other measures cld 
maintain this leadership. Ala again thanked me. He said he 
thought it a good idea for Shah to get PriMin back into Iran just as 
soon as possible. It wid be particularly helpful if Mosadeq wid be in 
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Iran when decision handed down so he cid not use it in dramatiz- 

7. Ala said that Shah had also had long talk yesterday afternoon 
with Saleh and was more favorably impressed than ever with lat- 
ter’s reasonable attitude and high ideals. Saleh had heen quite crit- 
ical of PriMin and had expressed complete devotion to Shah. Shah 
was seriously considering advisability of naming Saleh as Mosa- 
deq’s successor. I told Ala I had already expressed my tentative 
views re Saleh, whose attitude re US and West in general was re- 
puted not to be friendly. 

. . . Ala asked what I thought of Entezam. I said altho I did not 
know Entezam well, | thought him person of considerable ability, 
possessing broad outlook. Ala cld judge better than I whether he 
had the strength of character and the moral hardihood to make the 
clearcut decisions which next PriMin shid make if country was to 
be saved. 

8. Dept will understand that I have leaned over backwards not to 
become involved in Iranian internal affairs. I responded as I did to 
Ala’s questions during present conversation because I| believe that 
if I had not done so both Shah and Ala wid have obtained impres- 
sion that I unwilling talk frankly with them. As result my present 
relationship with them might have been adversely affected. Fur- 
thermore, it seemed to me that I shid not be evasive when trust- 
worthy emissary of Shah approaches me in this fashion.” 

HENDERSON 





2On May 29 the Department informed Henderson that it concurred completely 
with his handling of the situation to date, and that it did not believe the United 
States should suggest any names of candidates for the premiership. The Department 
did not object, however, if Henderson commented upon specific names which the 
Shah might put forward. (Telegram 2731; 788.13/5-2952) 


No. 177 
SSK 10/4-1852 Telegram 


The Secretary of State to the Embassy in Iran' 


TOP SECRET PRIORITY WASHINGTON, May 30, 1952—1:33 p. m. 

2742. Problems raised urtel 3999 Apr 18? which have been lent 
emphasis by urtel 4540 May 24 have been receiving careful consid- 
eration. Fol reflects current thinking: 





‘Repeated to London. Drafted by Rountree and Ferguson and approved by Mat- 
thews. 
*See footnote 3, Document 175, and footnote 3 below. 
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1) Dept agrees that shld Mosadeq be replaced by Govt with 
strength of purpose to defend itself against external communist ag- 
gression or internal subversion and willing and able realistical 
negot for oil settlement with Brit, US shld do utmost assist 
Govt in installing stability and in developing economy in such a 
manner as to uce danger loss of Iran through internal commu- 
nist subversion. 

2) Since it will be necessary for West to act promptly and vigor- 
ously in event such a Govt comes to power, we have urging 
Brit at all levels to complete preparation proposal for long-range 
settlement to be offered immediately moment is ripe. We have 
been exploring possibility extending finan aid to tide Govt over 
until oil revenues are resumed. We wid also seriously consider to 
extent permitted by legis and fund availabilities such increases in 
existing programs as might be urgently required by Iran, although 
uncertainties both as to de meager amts of aid Iran might need and as 
to action upon pending aid legis render it impossible to make 
firm p or commitments. Assuming (a) reasonably favorable 

action on pending MSA legis and (b) replacement of M 
by depenitahie successor willing settle oil controversy, max order 
magnitude aid to Iran which Dept, after consulting DMS, can today 
envisage for FY '53 is $30 to million milit (including packi 
handling and shipping); $25 million Pt Four; and possibly up to 
million finan if an emergency exists sufficient to justify transfer 
from other titles and other country programs (this wid involve 
Presidential findings and Congressional consultations). In addition 
$25 million Exim loan might under certain circumstances be made 
available. 

3) Irans have often expressed resentment US treatment of Iran 
has never been as favorable as US treatment Greece and Turke 
and are inclined invidiously to compare aid rendered Iran wit 
that under the Grk-Turk programs. Fact is that concepts Truman 
Doctrine apply _— to Iran as to other countries which we aid. 
Extent and nature of aid to each country however is based not 
upon what others receive but upon such factors as (a) their needs, 
taking into account their own resources, and (b) the extent to 
which such assistance can be effectively utilized. If by “no less fa- 
vorably” Emb means aid programs to Iran at approximately levels 
in Greece and Turkey, ans question 4a Embtel 3999° wid probably 
be that while US prepared apply similar criteria in establishing 
Iran needs, such needs wid be less than those of Greece or Turkey. 
This is particularly true in view fact by sett “| oil controversy, 
Iran requirement for fon finan aid wid be limited except in initial 
stages resumed operations, and pameer rh capacity Iran armed 
forces as effective instrument free world stre far less than Grk 
or Turk. This connection pls confirm whether Dept’s understanding 
is correct that you and mil mission believe mil aid of roughly $30- 
$35 million is max Iran cld make effective use for FY '53. 





‘Henderson, in paragraph 4a of telegram 3999, Apr. 18, asked the Department if 
the United States desired to have Iran cast its lot with the free world, and, if so, if 
the United States was prepared to treat Iran as favorably as it had Greece and 
Turkey. (888.10/4-1852) 














388 FOREIGN RELATIONS, 1952-1954, VOLUME Xx 


4) In view complications vis-a-vis UK, finan aid to Iran must per- 
force be contingent upon Iran willi and ability negot realisti- 
cally for settlement oil controversy. It is difficult to say at this time 
exact nature of assurances which might be required from IranGovt, 
but firm statement intention negot plus tangible action to demon- 
strate that a feasible deal is possible might be adequate. On compli- 
cating angles US-UK relations Dept will tel you fi 's return 
from Europe, where he might have discussed Iran m with 


It is recognized it will be impossible for you at this juncture to 
give Shah advice which he has requested through Ala. Complicat- 
ing factors are: (a) We do not know Brit intentions re proposals to 
successor Govt; (b) uncertainties of Congressional action upon pend- 
ing MSA legis; and (c) necessity for informing Brit of new impor- 
tant policy decisions bearing directly or indirectly upon oil matter 
which we might communicate to Shah. However, Dept agreeable at 
ur discretion and if you believe it wid have beneficial results ur 
taking fol line with Shah and/or Ala now, which wid be largely to 
reassure them sincere interest of US in Iran and our willingness 
render all practicable assistance: 


A) Emphasize that our concern for independence, sovereignty 
and territorial integrity of Iran is no less than our concern for in- 
dependence, eget | and territorial integrity of Greece and 
Turkey. US has this clear on number of occasions, including 
several public statements by mre US officials (cite for instance 
Secy’s statement of Mar 1%, 1949).* Today, because of immed 

Iran’s current unhappy situation, our concern for Iran's in- 
tegrity is even more in forefront of our minds than our concern for 
Greece and Turkey. Thus far, however, opportunities for our aid 
being effective, because of conditions in Iran, have been far less in 
Iran than in Greece and Turkey, although very appreciable assist- 
ance—totaling roughly $125 million—has in fact been given or is in 
process and substartial additional Pt 4 and mil aid are being con- 
sidered for FY ‘53. The oil controversy itself has, as they will recog- 
nize, been a severe handicap in this respect. Were these conditions 
to change, we wid be prepared to give prompt attention to possibili- 
ties of increasing scope and magnitude of our aid. 

B) Form and amount of such aid wid be determined (1) by Iran's 
needs after taking into account such actions as Iran itself cld take 
to facilitate resumption its oil revenues, (2) by degree to which Iran 
cld effectively constructively use aid which might be sup- 

ied—a consideration involving not only material factors but also 
ran’s strength of purpose to defend itself against external 
sion or internal subversion, and (3) by limitations establi 
US Cong on volume and form of aid which US is authorized to 
make available. 





*Presumably the reference is to the Secretary of State's statement, which was not 
released to the press until Mar. 23, 1949. For text, see Department of State Bulletin, 
Apr. 3, 1949, p. 432 








IRAN, 1952-1954 389 


seadon, We wid ins $0 paint out Lowsver sapuniions rights of 


Mosadeq. ee ae ee eee ee 
wrongs of matter, it is clear there can be no solution Iran's 


sceuiiir salina: Ge ahameis GE onions k oak caeeees Genes 
can be no settlement with Mosadegq. (Dept’s suggestion for line to 
be taken re Mosadeq’s successor contained Deptel 2682 May 24.°) 


Figures in para 2 above FYI only. Comments Emb Tehran and 
London will be appreciated.* 
ACHESON 





*See footnote 2, Document 175 
*On June 4 the Embassy in London responded that American officials there 


agreed with the policies outlined in telegram 2742 to Tehran, but suggested that the 
United States insist that the Iranians first settle the oil dispute before they were 
given substantial increases in economic and financial aid. (Telegram 5510, 8&®.10/6- 
452) 


No. 178 
Tee 13 6-652 Telewram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET PRIORITY TEHRAN, June 6, 1952—6 p. m. 


4736. 1. During casual conversation which I had with Ala on 
June 4 he told me that Shah had already requested Mosadeq in 
view of delicate situation of country to return to Tehran immedi- 
ately after latter had completed presentation of Iran’s case at 
Hague (see paragraph 6 Embtel 4609 of May 28) and that Mosadeq 
was expected arrive in Tehran about June 13. Ala said shortly 
after Prime Minister's arrival Majlis and Senate would probably be 
called upon to give government vote of confidence and Shah was 
seriously considering advisability of exerting his influence as dis- 
creetly as possible to bring about vote lack confidence. Ala there- 
fore would like see me in nearest possible future to discuss further 
various points reached in our conversation of May 27. 

2. 1 met Ala June 5 his office. Ala said that questions uppermost 
in mind of Shah and his advisers were: 


a. Would British assume conciliatory attitude towards new gov- 
ernment if latter should endeavor in reasonable and friendly way 


reach quick ment regarding oil problem? 
b. Even if British should e conciliatory it might take some 
time before agreement could be iated and funds from oil 


would be made available to Iranian Government. How could new 
government finance itself during interim? 





'Transmitted in two sections; repeated to London 
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in 
not give categorical answer. Said I had 
reason believe however that if present or future govt shid adopt 
course of action which wid make it clear that Iran itself was doing 
all that it reasonably cid be expected to do in order to finance itself 
from its own resources, including oil, US Govt wid do what it cid in 
circumstances save Iran from collapse. I then outlined to Ala 
points A, B and C of Deptel 2742 of May 30. In so doing I made it 
clear that I was merely giving him what I understood to be way in 
which US Govt was thinking at present time. US Govt was of 
course not in position to make any commitments re what it might 
do in situation which might involve unanticipated factors. Ala ex- 
appreciation and asked if I wid object if he wid pass on to 
Shah who is at present on Caspian Sea for weeks “rest” what I had 
told him. I replied in negative and said I would be glad to discuss 
matter myself with Shah on his return in case latter shid desire 
me to do so. 

4. Reverting to problem of who successor of Mosadeq might be, 
Ala referred particularly to Hakimi, Qavam and Mansour. He said 
that there was strong feeling in Senate that situation of country 


i 


Hakimi shid come into power he might bring into his cabinet 
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excellent PriMin. | cld not but wonder however why in his 
last term as PriMin he had not accomplished what he now said 
eryetr pet 

4. [sic] I asked Ala whether Shah had yet tentatively worked out 


his most trusted advisers know what his decision was so that plans 
cld be made in advance for selection of new cabinet and so that 
feelers cld be sent out re solution of oil dispute. Ala said he wid 
talk to me again within next few days in case any kind of definite 
decision was made. Altho Shah is apparently seriously toying with 
idea of making move to get rid of Mosadeq and altho he is begin- 
ning to realize that his prestige is suffering because he has permit- 
ted sit of country to deteriorate over such long period without 
intervention, nevertheless he has in past shown himself to be so in- 
decisive and cavilling that we cannot assume in advance that he 
will not find some excuse for failing to take action.” 

5. For last two months supporters Qavam have been trying make 
arrangements for us to meet. They have made numerous sugges- 
tions that I see him at house of some mutual friend. I have refused 
however to call on him or to meet him in some ostentatious way 
because it was clear that if | shid do so impression wid be created | 
was supporting his candidacy. Furthermore | have turned down 


categorically suggestions that | meet him surreptitiously. Arrange- 


*On June 9 the Department informed Henderson of its satisfaction with the 
manner in which he had handled the delicate matter of selecting a successor to Mo 
sadeq and told him as well that it was still unenthusiastic about the candidates. 


(Telegram 2810, 788.13/6-652) 
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ments have finally been made through Turk Amb for Qavam and 
myself to meet at a dinner arranged at Turk Emb this evening. 
Other important Iran polit leaders including Ala, Hakimi, Mansour 
and Rais will also be present. Furthermore Dutch and Belgian 
Mins have been invited. This is first time in several yrs Qavam has 
appeared anywhere socially and his supporters are extremely anx- 
ious that he will impress his fellow guests with soundness of his 
mental and physical condition. I doubt that any polit convs can 
take place at dinner this kind but shall report to Dept re my im- 
pressions.’ 

HENDERSON 





"In telegram 4812, June 12, Henderson reported that he had dinner with Qavam 
on June 10 and was favorably impressed with this elder Iranian statesman, especial- 
ly with regard to his good mental and physical condition and his stated desire to 
come to an understanding with the British. Henderson reported his findings to Mid- 
dieton on June 11 

Henderson also reported that the Shah had returned unexpectedly from his Caspi- 
an Sea resert to Tehran; that he (Henderson) had a conversation with Ala to ascer- 
tain the reason for the Shah's return; and that Ala had told him that he, Ala, had 
again urged the Shah to pick a successor to Mosadeq and to implement plans for 
Mosadeq's downfall. Ala also told Henderson he had based his argument for rapid 
action upon the fact that the country’s financial condition was perilous, and that 
the Shah should seek a change to avoid blame for a possible catastrophe (Telegram 
4812, 788.13/6-1252) 


No. 179 
Editorial Note 


In response to the Government of the United Kingdom's applica- 
tion, on May 26, 1951, to the International Court of Justice to insti- 
tute legal proceedings against the Government of Iran for its na- 
tionalization of the Anglo-lranian Oil Company's holdings, the 
International Court of Justice conducted public hearings on the dis- 
pute at The Hague, June 9-23, 1952. 

At the initial session on June 9, Prime Minister Mosadeq ap- 
peared to present arguments of a moral and political nature to jus- 
tify Iran's nationalization of the Anglo-lranian Oil Company's prop- 
erties. Henri Rolin, Professor of International Law at Brussels Uni- 
versity, presented the legal arguments on the question of the Inter- 
national Court of Justice's competence in the case at subsequent 
hearings and requested the Court to declare that it lacked jurisdic- 
tion in the case and to find that the British claims were inadmissi- 
ble. 

The Court heard Sir Eric Beckett, Legal Adviser of the British 
Foreign Office, and his assistant, Sir Lionel Heald, on behalf of the 














Government of the United Kingdom. They, in turn, requested the 
Court to declare that it had ,urisdiction to entertain the United 
Kingdom's claim that in nationalizing its oil industry, Iran had vio- 
lated its treaty obligations to the United Kingdom and had there- 
fore acted illegally. 

Materials regarding these hearings are in file 788.13. 


wee 06 902 Telegram 


The Secretary of State to the Embassy in Iran' 


TOP SECRET PRIORITY WasHINGTON, June 11, 1952—7:50 p. m. 


2835. 1. Dept appreciates views set forth ur 4769" and concern 
you express re Brit attitude is to some extent shared in Dept. From 
conversation with Brit, we believe, however, statement Brit condi- 
tions contained Deptel 2788* makes Brit position appear more rigid 
and less compromising than it in fact is. Conversations with Brit 
here and in London have made basic Brit position fairly clear; 
namely UK need for Iran oil substantially diminished by success 
alternative arrangements, and commercial incentive to settlement 
is, therefore, not as strong as few months ago. Main incentive is 
polit and Brit are not willing jeopardize Brit commercial arrange- 
ments neighboring countries and Brit prestige throughout world 
solely reach agreement which wid stabilize Iran situation. They, 
therefore, insist that any deal which may be worked out with Iran 
not be of nature which wid serve as temptation to other countries. 

2. Indications are Brit are considering various alternative plans, 
including possibility of an interim settlement which wid defer deci- 
sion on some of more difficult issues such as compensation, with 
the thought if the operation cld be started once again details of a 
long-term arrangement cld be worked out in better atmosphere. Fol 
comments, however, reflect Dept's thoughts upon proposals set 
forth in Deptel 2788. 

3. As regards Brit participation in direction of managing agency 
which might be appointed under long-range agreement to operate 





‘Repeated to London. Drafted by C. Vaughan Ferguson and Rountree and ap 
proved by Berry 

*In telegram 4769, June 9, Henderson expressed concern over the lack of a British 
conciliatory attitude He informed the Department that the British position ap 
peared “to indicate that no matter how unequitable to Iran old AIOC agreement 
might have been Iran could have no hope at least in foreseeable future of obtaining 
any more equitable treatment. (8&* 106-952) 

*Not printed. (888 10/6-552) 
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Iran oil industry under contract to NIOC, we do not believe Brit 
there be some Brit element in higher echelons as well as at purely 
technical level. We wid agree with Rieber that in long-range settle 
ment industry cld probably be operated without any Brit techni- 
cians and Brit concern in this question relates largely to questions 
of prestige and psychological repercussions elsewhere if Irans suc- 
ceeded in operating industry after having expelled all Brit person- 
long-range settlement, it does believe any contract or agreement 
which specifically excludes Brit from any role in operation wid be 
more than we cid reasonably expect Brit accept. Moreover, as prac- 
tical matter if iarge-scale production is to be achieved within rea- 
sonably short time after agreement, we believe it wid be essential 
that at least some Brit technicians be employed. Dept hopes that in 
any agreement fact that Brit might be used in managerial positions 
need not be highlighted but wid simply come within gen principle 
that Brit employees wid not be excluded from operation. 

4. Re compensation, Dept understands Brit position to be that 
even though commercially feasible arrangement might be made 
with Iran and thus one within formula which wid not otherwise 
upset concessions elsewhere, fact that Iran had acquired ownership 
Brit properties wid compel injection element of compensation. 
Since Irans presumably are unable pay compensation in absence 
new arrangement for disposal of oil, new agreement wid be essen- 
tial element in determining compensation. Presumably, therefore, 
amt of compensation per se to be paid wid be estabd in light net 
loss to Brit by virtue changed situation. Since amt cid be deter- 
mined only with knowledge of what difference is, it is difficult see 
how compensation can be determined in advance negots upon 
entire settlement. 

5. As regards 50-50 formula, while considerable importance at- 
tached to this principle, fact is that it can cover variety of arrange- 
ments as we well know based on differences which presently exist 
throughout ME. Any agreement with Iran wid be for sale of given 


which final agreement on price cld be measured rather than as 
substantive pt which must be agreed upon. Since Iran as owner of 
properties wid be in position do what it chose with proceeds and if 
latter not reapplied for development, etc., Iran share wid be in 
excess 50-50. Essential fact is Iran oil must be competitive and re- 


gardiess rights or wrongs present dispute, Irans will not be able to 
sell their oil at premium markedly out of line with gen ME picture. 











Brit condition that Irans must not receive more favorable treat- 
ment than they wid have if they had not expropriated AIOC prop 
erties shid not therefore cause undue concern. 

6. Dept does not believe length of contract major issue although 
if compensation is to be paid, as seems inevitable, in free oil, it is 
difficult see how it cld be done in less than 15 years without seri- 
ously overburdening Iran. We have no reason believe Brit wid 
insist on any longer period. 

7. Dept concurs desirability discussing matter frankly with Mid- 
dieton. It is hoped while he is in London he will urge upon Brit 
Govt (a) necessity for preparing negot realistically with Iran Gov 
immed upon installation new Govt (see Deptel 2810 June 9, to 
London as 6480,‘ re proposed mag from Brit to Shah this connec- 
tion), (b) importance that Brit proposals, especially those relating to 
Brit technicians and finan arrangements, take fully into account 
Iran sensitiveness and limitations upon what any Iran Gov can do. 
It is hoped also that Middleton will realize desirability if necessary 
of US, under conditions outlined Deptel 2742," rendering interim 
finan aid to Iran Gov sincerely desirous of settling oil controversy. 

8. FYI, re para 9 reftel, although you will note from foregoing 
Dept has no assurance as to how flexible Brit will be re negot, we 
believe it possible within framework proposals discussed to find so 
lution which shid be acceptable to any reasonable and realistic 
Iran Gov. If this is not the case, however, we have not taken posi- 
tion US wid not render aid Iran Gov which gives evidence its rea- 
sonableness in absence their “capitulation” to Brit although we wid 
like to have Brit agreement before doing so. Only solution to prob 
lem will be through adoption conciliatory attitude both parties, and 
US position shid be to press both sides to this end. Believe line set 
forth Deptel 2742 on this subj can be conveyed to Shah and other 
trusted Irans as contemplated. 

ACHESON 





*See footnote 2, Document 178 
*Decument 177 
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No. 181 
788.13/6-1352. Telegram 


The Ambassador in Iran (Henderson) to the Department of State* 


TOP SECRET PRIORITY TEHRAN, June 13, 1952—3 p. m. 


4837. 1. When I arrived palace morning June 12 to call on Shah I 
found Ala awaiting me (Embtel 4812 of June 12).2 He said he hoped 
I wid not hesitate impress on Shah necessity for urgent action. He 
feared that Shah who had seemed quite resolute two days ago was 
again weakening and becoming indecisive. He knew that I had 
been consistently refraining from doing anything which might be 
considered as interference in Iranian internal affairs. Nevertheless, 
he thought I wid be doing Iran service if I cld say anything which 
wld encourage Shah to assume more decisive attitude at this 
moment so critical for country. 

2. At beginning my conversation with Shah I referred to msg 
which he had sent to me through Ala and said I failed understand 
how Shah cld have obtained impression that US Govt or I was sup- 
porting Mosadeq. Mosadeq had been named by Shah as Prime Min- 
ister and his nomination had been approved by Majlis. I had con- 
sidered it my duty to endeavor to maintain as friendly working re- 
lations as conditions wid permit with Prime Minster of Iran. 
During my numerous conversations with Shah I thought that I had 
made it clear to him that in opinion US Govt and of myself Mosa- 
deq’s policies were pushing Iran toward ruin. Furthermore, I had 
also not hesitated in my various talks with Mosadeg to let him also 
know that in opinion US Govt and myself he was fol policies which 
were not beneficial to Iran. 

Shah said he had thoroughly understood my attitude and had 
never had any doubt that I was voicing views of State Dept. Never- 
theless, numerous stories had come to him to effect that US press 
and many Americans including some US oil companies were sup- 
porting Mosadeq. He had also heard that various American nation- 
als in private conversations had been saying that choice was be- 
tween Mosadeq and communism. He therefore had asked Ala to 
obtain definite statement re our attitude towards Mosadeg. 

3. I then referred to remarks made by him during previous con- 
versations indicating disappointment at amount and type of mili- 
tary aid which US seemed to be prepared to extend to Iran. En- 





'Transmitted in five sections; also sent to London. 

2In telegram 4812 Henderson also reported that he was to see the Shah on June 
12, and that he was planning on disabusing once and for all the rumor that the 
United States had been and was still supporting Mosadeq. (788.13/6-1252) 








IRAN, 1952-1954 397 


deavored to assure him US deeply interested in future Iran and 
anxious to strengthen Iran’s defensive capacity. During this portion 
our conversation I followed line contained in para 4A-B of Deptel 
2742 of May 30. He seemed to take my remarks with good grace 
and to be anxious to enter into discussion of country’s immediate 
financial and political problems. 

4. Shah said he deeply concerned at both financial and political 
situation. Apparently funds not available to pay portion of govt sal- 
aries due May 20 unless steps wid be taken which might under- 
mine public confidence in Bank Melli. What wid happen on June 
20, next pay day, no one knew. Although Mosadeq had been re- 
quested return immediately after presentation Iranian case at 
Hague Prime Minister seemed determined stay on for time in 
Europe. He might not get back until after June 20. Meantime, in- 
creasing pressure being brought on Shah to replace Mosadeq at 
once or encourage Senate and Majlis vote no confidence in govt. 
Shah did not see how he cld do anything while decision of Court 
still pending. If Court shld find itself competent, failure Mosadeq 
policy wid be clear. Mosadeq might resign or steps cld be taken get 
rid of him. If Court shld decide itself incompetent Mosadeq might 
again be hero. He likely to announce that he had won Iran’s free- 
dom, that Iran cld now sell its oil, and that in short time financial 
difficulties wld be eliminated. This wid not be true; Iran wid still 
have difficulties in selling oil to buyers who had means to trans- 
port it. Nevertheless, Mosadeq wid probably be abielwith his false 
promises deceive public for some time and until his deceit shid 
become known it wid be dangerous remove him. Therefore, nothing 
cld be done until Court had made its decision and if decision favor- 
able to Iran it might be impossible do anything for considerable 
time. 

5. I stressed to Shah desperateness of present financial situation 
of country. I said responsible Iranian statesmen seemed now to be 
fully conscious of seriousness of crisis which Iran was facing. It 
seemed to me they were hesitating from acting because they did 
not know what Shah wanted them to do. I doubted that thinking 
Iranian leaders would believe that a favorable decision of Court 
would be of material assistance in helping Iranian financial diffi- 
culties. They would be quite aware that if Mosadeq stayed on and 
Iran should make no constructive move in direction oil settlement 
Iran would continue drift towards ruin. These people were looking 
towards Shah to show same decisiveness in this situation as he had 
shown in 1946 when he had ordered armed forces to clear usurpers 
out of Azerbaijan.* Prestige of Throne was high this moment. If, 





*See Foreign Relations, 1946, vol. vu, pp. 289 ff. 
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however, Shah allowed Iran to continue drift towards ruin without 
taking some action himself or indicating to statesmen looking to 
him so anxiously for guidance that he would not object to their 
taking action, confidence in Throne might ebb to such extent it 
would be much more difficult to rally people round it later in last 
minute effort to save country. 

I was expressing these thoughts without having Shah’s back- 
ground knowledge. Shah might be aware of various factors un- 
known to me. Shah should therefore understand in giving voice to 
some of my thoughts I was not venturing to press advice on him. 

6. Shah seemed troubled. He said it would not be fair for Iranian 
statesmen to blame him if he did not come out for removal Mosa- 
deq at time Mosadeq might again be national hero. If he should do 
so Mosadeq could become formidable antagonist not only to govern- 
ment but to Throne. In any event Shah would be taking great risk 
to support replacement of Mosadeq unless he was in possession as- 
surances that new government would receive almost immediate fi- 
nancial aid from UK or US. With best will in world it would take 
considerable time for new government negotiate and sign oil agree- 
ment with Brit. Oil problem complicated. It could not be solved 
over night. 

Furthermore no new government could exist if it should capitu- 
late entirely. He was convinced, for instance, that no government 
in Iran could live if it should try negotiate oil settlement outside 
framework of nationalization laws. Settlement of oil dispute might 
require weeks perhaps months. New government to continue to 
carry on might need foreign financial assistance in matter of days. 
Where could he obtain assurance of such assistance? If he should 
be instrumental in effecting removal Mosadeq, and successor gov- 
ernment should be unable obtain foreign financial assistance, not 
only would that government fall, but Throne would be in jeopardy 
and influence those elements in Iran friendly to West would sharp- 
ly diminish. 

Could he also obtain assurance that British would not try drive 
impossible bargain with new government? What had taken place 
during recent months in Egypt not encouraging. Egypt in better fi- 
nancial position, however, than Iran; it could afford to wait. Delay 
in receiving financial aid and in effecting settlement oil problem 
acceptable to Iranian people would be fatal. 

7. I told Shah he should not expect US Government to give him 
any fast assurances in advance of financial assistance. Attitude US 
people and members of Congress as events unfolded would contrib- 
ute to making of US decision this respect. In my opinion this atti- 
tude would be determined by manner in which Iranian Govern- 
ment approached oil problem. I was convinced that if US public 
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and Congress should obtain impression Government Iran trying en- 
ergetically and sincerely find fair solution oil dispute they would 
not like to see that government fall merely because it could not 
obtain temporary financial aid. Another factor which would influ- 
ence US decision of financial aid would be attitude UK Govern- 
ment and public. US would not of course like to take action which 
would further inflame UK opinion against Iran and at same time 
injure US-UK relations. Government of Iran by approaching UK 
Govt in genuinely conciliatory spirit and with obvious desire find 
fair solution could greatly improve atmosphere British-Iranian re- 
lations and prepare way for necessary financial aid as well as solu- 
tion oil problem. 

It might be helpful if Shah could get in touch at once with Mid- 
dleton and talk to him with same frankness as to me. Shah said he 
would see Middleton before latter departed for UK next week for 
conference in London but he hesitated talk to him so openly, not 
because he did not trust Middleton but because he afraid of gossip 
in London with subsequent fatal leak to press. He had had unfortu- 
nate experience in this regard last autumn. He could have no ob- 
jection, however, if I should outline to Middleton what he had told 
me about oil problem and financial aid. 

8. I said British had made it clear they preferred settle oil prob- 
lem by direct negotiations and did not relish dealing through third 
party. Although I would inform Middleton of some of Shah’s wor- 
ries as expressed by him to me, I hoped he wid also talk with him 
frankly. 

9. Shah said he had been giving considerable thought to problem 
of successor to Mosadeq. Seemed to be three approaches this prob- 
lem: 

(a) New Prime Minister to be either member National Front or 


someone closely associated with it. Saleh outstanding candidate 
this category. Saleh seemed to have progressive ideas, integrity and 


common sense. Saleh had made mistakes in including experi- 
ment of collaboration with Tudeh. He thought Saleh become 
wiser. Saleh might be able mold national movement, stre of 


which could not be ignored, into constructive force. If Saleh should 
go off wrong direction it would not be difficult remove him. Bu- 
sheri also possibility. Busheri, however, sometimes showed oppor- 
tunistic characteristics and too much under influence Kashani. 
(b) New Prime Minister to be someone who could possibly work 
with National Front and at same time would have res of coun- 
leading statesmen. He a. Mansour i play this role. 
ebb experienced, resourceful, persuasive and seqveaive. He 
stood halfway between nationalists and so-called elder statesmen. 
(c) Cabinet headed by and composed of elder statesmen. Qavam, 
of course, ranked as most prominent of elder statesmen but imi 
had almost as great prestige and had perhaps better reputation. 
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Jaman taae of oneniar ce ois lg Gis eases wae prea 


tirely devoid ive ideas. It migh 

ag ae i iran back fo 1945 or 1946 On other hand situs 
tion ing those erable to t at present. National 
Front and call: of auuaa Gk ( eueaian Waa meee 


ment which might be compelled take rather repressive measures 


HENDERSON 





*Ambassador Henderson informed the Department in telegram 4878, June 18, 

to Hosein Ala on June 17 and that Ala said the Shah believed 

that Mosadeq had to be relieved of his duties, but that the Shah was undecided 

upon a successor. Henderson also reported that Middleton had an audience with the 

Shah on June 16 and found the Shah to be as indecisive and vague as ever. (788.13/ 
6-1852) 
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United States Minutes of Conversation Held by Middle East Experts 
on the Iranian Situation, United States-United Kingdom Ministe- 
rial Talks, London, British Foreign Office, June 24, 1952' 


SECRET 

MTL CONV-2 

Present: 

United States: United Kingdom: 
Mr. Nitze Sir Roger Makins 
Mr. Palmer Mr. Middleton 


Mr. Ramsbottom 


After today’s bilateral meeting? a further conversation took 
place in Sir Roger Makins’ office on Iran. 





‘On June 22, Secretary Acheson began a trip to Europe and to Brazil to honor 
invitations from Oxford University, where he was to receive an honorary degree, 
from Mayor Reuter to lay the cornerstone of the American Memorial Library in 
Berlin, from Chancellor Fig! to visit Vienna, and from Foreign Minister Neves da 
Fontoura to come to Brazil. In addition to fulfilling social engagements, Acheson 
and his party planned to conduct high-level policy discussions with his various hosts 
on a wide range of topics. One of the most important subjects for consideration in 
London was Iran; see Document 184. 

*Reference is to a Ministerial talk held earlier on June 24, the minutes of which 
were designated MTL USUK-2. Foreign Secretary Eden reported that the British 

Continued 
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Mr. Middleton indicated he thought Mosadeg could hang on until 
August. He doubted that the Shah would act before then or that 
the financial situation would be sufficiently acute until that time 
to bring about Mosadeq’s downfali. He felt there was a possibility 
that Mosadeq might resign if the Hague Court decision were favor- 
able, since he would be able to point to this as exemplifying his tri- 
umph and to retire in a burst of glory. 

Mr. Nitze spoke of our concern regarding the financial situation 
which a new government would face upon assuming office. It 
seemed to us that this dictated the necessity of the US and the UK 
being prepared to move quickly both with regard to a settlement of 
the oil problem and to extending interim financial assistance until 
the oil could start flowing again. He said that we had been making 
preliminary arrangements in Washington so that we would have 
the necessary flexibility to act when the time came. He thought we 
could make ten million dollars a month available for six months. 

Mr. Middleton agreed about the necessity of being prepared to 
act quickly with respect to settling the oil controversy and financ- 
ing the government. He thought, however, that there was a danger 
in the United States extending financial assistance, since it would 
lay the new government open to charges that it is a stooge of the 
Western powers. We must try to avoid this. He thought that there 
were certain steps which a new government could take to improve 
its own position. If it could instill confidence, it might be able to 
attract some of the loose capital which is very much in evidence in 
Tehran at the present time. He also thought the note cover could 
be reduced. This would require Majlis approval, which might be 
hard to get. It would undoubtedly be opposed by the land owners, 
etc. The British Embassy's estimate was that such action might 
have some inflationary effect (roughly 20 percent). Neither the US 
nor the UK Embassy thought that runaway inflation would result. 
Even if the Majlis were opposed to a reduction in the note cover, it 
was always possible that the government could accomplish it by 





Government had decided, in the event of a change of government in Iran, to offer 
the Iranians a long-term settlement of the oil controversy based upon the establish- 
ment of a management agency composed of several oil companies under contract to 
the National Iranian Oil Company. The Anglo-lranian Oil Company, under a differ- 
ent name, however, would be the sole purchaser of the Iranian crude produced. The 
British also hoped to have representation in the management agency, although the 
British presence need not necessarily be through AIOC. The British emphasized, 
however, that they were not prepared to proceed as yet beyond this broad frame- 
work, as their plans were incomplete. They thought the most difficult problem to 
solve would be the relationship of the management agency to the Iranian Govern- 
ment. Secretary Acheson suggested that further consideration be given to this pro- 
posal, and it was agreed that Nitze and Makins would pursue the Iranian 

further after the conclusion of the meeting. (Conference files, lot 59 D 95, CF 111) 
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decree and get away with it. It might, moreover, be politically ac- 
ceptable to the Majlis if it were backed by an IMF guarantee. 

In response to Mr. Nitze’s inquiry, Sir Roger Makins summarized 
the recent ministerial decisions as follows: 

1. The UK would like to see a long-term settlement of the oil con- 


troversy. 

2. It thought that such an agreement was within the bounds of 
practicality under conditions which would not give the Iranians 
more favorable treatment than that received by other countries in 
the erea «.. ith major concessions. 

3. ‘The Management Agency would be under contract to NIOC, 
but with sufficient A. 4 emnemiy S eaeare eaten’ tones 
ment. It was recognized that there would be reluctance by the Ira- 
sion Govpramnant to anabo an arseuqenent whlch wound toon it 60 
a er ee ee ee Se es a or 


Mr. Middleton thought that there were favorable psychological 
factors in the situation which would work in favor of Iranian ac- 
ceptance of such an arrangement. The present NIOC personnel are 
terrified of losing their jobs. Many are aware of their inability to 
operate the industry and would prefer to see a separate and inde- 
pendent agency which would do all the work. 

Mr. Nitze asked how the British visualized the Management 
Agency being created. 

Sir Roger Makins said that he was sorry but he simply was not 
in a position to go into this matter at the present time. The ques- 
tion required much further homework and conversations with oil 
companies. 

Mr. Nitze asked whether the British had Shell in mind and Sir 
Roger replied they had no preconceived notices whatsoever. 

Mr. Middleton thought that if there were a sudden change of 
government, it would be possible to put forward the principles of 
the Management Agency idea to the Iranian Government and to 
spell the details out later. 

Sir Roger Makins intervened to say that he was not sure that the 
British Government would want to do this until it had made fur- 
ther progress in its thinking. 

Mr. Middleton said that his thought was that the presentation of 
the general outline of a scheme for long-term settlement involving 
the Management Agency idea would help a new Iranian Govern- 
ment in preparing the way for detailed negotiations. 

Sir Roger Makins reverted to the question of US thoughts on the 
question of the type of Management Agency which might be em- 
ployed. 

Mr. Nitze reiterated that we had had in mind an engineering 
firm. Our thinking on this problem had arisen primarily from indi- 
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cations which we had had of the reluctance of the major US com- 
panies to participate directly. They had all indicated, however, that 
they were willing to second [send?] personnel. He thought there 
were many problems to consider in choosing a company, particular- 
ly the question of its political wisdom. The wise handling of its re- 
lations with the NIOC and the Iranian Government would require 
all the tact and flexibility which could be brought to bear on it. 

Sir Roger Makins said that the question of the reward which the 
Management Agency would receive is a vexing one. 

Mr. Nitze agreed. If it were fixed on a percentage basis, it could 
soon mount up to considerable proportions. He felt a fixed fee ar- 
rangement would probably be preferable. He thought that some 
companies, whether oil companies or engineering companies, with 
contracts with the oil industry would probably be willing to do the 
job at a reasonable fee in view of the importance which is widely 
attached to a settlement of the oil controversy. 

Sir Roger Makins agreed that a fixed fee would probably be the 
best basis. 

Note: During the course of a dinner conversation at Mr. Palmer's 
house on June 25, Mr. Middleton told Mr. Nitze and Mr. Palmer in 
confidence that Mr. Eden had been in error in the meeting on the 
24th in referring to AIOC as the “sole purchaser” of Iranian oil 
under the long-term scheme which the Cabinet had considered. The 
UK proposals provide that AIOC would take 85-90% of the output 
and have first refusal on the remaining 10-15% which the Iranian 
Government would otherwise be free to dispose of. 

Mr. Middleton also stressed the importance of the Cabinet deci- 
sion on the long-term arrangement which, he said, represented the 
first decision by HMG that AIOC could not return to Iran in its 
former capacity. Middleton thought that this was a great step for- 
ward and greatly enhanced the prospects of a settlement. 

Mr. Middleton also said that a period of 15 years for the new ar- 
rangements is about what they had in mind. 

Mr. Middleton said negotiations with Iran would require consid- 
erable negotiating skill. He thought that tactically it might be wise 
to make an initial claim for very substantial compensation and 
then waive the claim as part of the final arrangement. This would 
give the Iranian negotiators an overt success from which they 
could draw necessary kudos. 

Mr. Nitze asked whether they had anyone in mind to conduct ne- 
gotiations of this kind. He at first said no. On further reflection he 
thought they might use Sir Kinehan Cornwallis. 
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No. 183 


The 68 6 2752 Telegram 


The Ambassador in Iran (Henderson) to the Department of State* 


TOP SECRET PRIORITY Tenran, June 27, 1952—3 p. m. 
5047. 1. Had long conversation with Ala evening June 26 regard- 
2. Ala said that Mosadeg, instead of proceeding direct to his resi- 


summer palace where he talked for some forty minutes with Shah. 
3. Mosadeq told Shah that Iran had made wonderful struggle 
during last year to obtain its freedom. That struggle had been suc- 


cessful; 

strangle Iran financially in order force Iran permit British again 
rule country. Iranians must show that they possessed just as much 
determination and strength of character as British. Iran must 
make decision now whether or not it should continue to maintain 
independence even though independence meant tremendous 
amount sacrifice or whether it should give in to British pressure 
and Iranian people were to continue to live under humiliating con- 
he intended inform members Majlis at once that they should orga- 
nize themselves so that he could submit his resignation and that he 
would not remain as Prime Minister even though Majlis might 
vote confidence in him unless Majlis should agree in advance to 
adopt all emergency measures which he might suggest in order 
enable country carry on financially until victory had been won. 
Mosadeq said he would also inform members Senate in similar 
vein. Mosadeq added that Shah himself held key to situation. Atti- 
tude taken by Shah would undoubtedly affect decision of Majlis 
and Senate. Did Shah desire Iran to carry on battle to victory 
which was certain in not too distant future or to compromise and 
again fall under British rule. He personally was confident of victo- 
ry because he thought that International Court had been deeply 
impressed by ways in which Iranian case was presented; that Court 


not keep iran economic prisoner indefinitely. 
4. According to Ala Shah replied that he was extremely dis- 
turbed at what he understood to be financial position of country. 





'Transmitted in two sections. 
*Mosadeq was returning from his journey to The Hague. 
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Minister Finance had just recently outlined to him some of finan- 
cial problems. Shah wondered whether or not Mosadeq really 
hand. 


it might be good idea for him, Shah, to call in leaders of country, 
explain to them situation and ask their advice. Mosadeq asked 
what leaders Shah had in mind and when Shah named number ex- 
stitutions, Mosadeq stated it would be useless talk with such people 
since they were pro-British and did not understand temper of coun- 
try. Shah should talk only with leaders Majlis and Senate if he 


. Ala told me that Shah still believed time had come for change 
in government but was troubled regarding problem of successor. 
Shah did not wish to incur political hostilities by choosing any one 


cause he thought Mansur would be more palatable to National 
Front. Mansur, however, had little following at present in Majlis 
and Senate. Mansur had indicated privately that he might be will- 
ing serve in Cabinet Qavam if latter should be next Prime Minister 
but would not serve under Hakimi. Ala said he thought candidacy 


would not oppose Busheri. The Imam had indicated, however, that 
he preferred Hakimi. 
6. Ala told me that on morning 26th Kashani had called on him 
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nesses and that he is inclined to endeavor to conceal his true char- 
acter by finding excuses for inaction and even by laying blame for 
past mistakes on those around him. Ala may well be scapegoat if at 
some time Shah might desire pass responsibility to some one else 
for his own vacillations regarding Mosadegq. It is likely that if Shah 
does call conference of influential members of two Houses of Par- 
liament and those members advise that there should be change in 
government, he will make it clear that they, not he, must be re- 
sponsible for such change but he would not be opposed to it. 


HENDERSON 





No. 184 
Conference files, lot 19 DH). CF 11) 


United States Minutes of the Fourth United States-United King. 
dom Ministerial Talks, London, British Foreign Office, June 28, 
1952, 12:30 p. m.-1:30 p. m. 


SECRET 

MTL USUK-4 

Present: 

United Kingdom: United States: 
Mr. Eden Secretary Acheson 
Mr. Selwyn Lloyd Ambassador Gifford 
Sir William Strang Ambassador Jessup 
Sir Pierson Dixon Mr. Perkins 


Sir Roger Makins Mr. Nitze 
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Sir James Bowker Mr. Battle 
Mr. Palmer 


[Here follows discussion of a British observer to the Pacific Coun- 
cil, United Nations facilities in Japan, relations between the 
United Kingdom and Egypt, and the problems associated with the 
establishment of a Middle East Defense Organization. | 

With regard to the Iranian situation, Mr. Acheson said that the 
present indications are that August will be the most likely month 
for Mosadeq to resign, although he had seen a telegram this morn- 
maneuvering to stay in power.' In view of the possibility of a 
change in Government, however, Mr. Acheson felt that it was de- 
sirable that the US and the UK should get their thoughts in order 
as soon as possible so that they would be prepared for any contin- 
gency. He thought that the most important questions before us are: 
(1) the nature and composition of the management agency; (2) the 
relationship of the agency to NIOC; (3) the duration, quantities and 
terms of settlement; (4) financing of the Iranian Government 
during the interim period before the flow of oil is resumed; and (5) 
whether we should encourage the Shah to believe that the UK is 
really ready to act quickly if he takes action. 

Sir Roger Makins agreed that these were the most important 
points in the situation. He had talked over most of these matters 
with Mr. Nitze and told him as much as he could at the present 
time of UK thinking. 

. . . He [Eden] felt that the US should be given all possible infor- 
mation regarding the UK plans. On the financial question, AIOC 
has cash available. He had thought at one time that it would be 
logical for the company to make an advance to a new Iranian Gov- 
ernment to help it out of the difficult financial situation in which 
it would find itself. During Mr. Middleton's recent stay in London, 
he had maintained, however, that no new Iranian Government 
could accept such an arrangement without incurring a severe risk 
of falling. This made this situation more difficult. 

Sir Roger Makins said that he understood from his conversation 
with Mr. Nitze that the US is trying to get itself into a position 
whereby it would be ready to advance funds to help out a new Ira- 
nian Government. While there was probably nothing that the UK 
Government could do toward extending direct assistance, there 





'Presumably Secretary Acheson was referring to telegram 5047, June 27, supra. 
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might be other ways in which it could help, particularly by relax- 
ing some of the present economic and financial restrictions on Iran. 

Mr. Eden asked Sir Roger if he did not feel that the company 
could extend financial assistance. Sir Roger was doubtful and 
pointed out that quite aside from the question of the Iranian Gov- 
ernment’s financial needs, the oil industry itself would need a con- 
siderable amount of money to get it back on its feet again. 

Mr. Nitze stressed that the importar:t thing is for the US and the 
UK to get together and coordinate their positions. The US appreci- 
ates that the British need to retain flexibility in their tactics. It is 
also important that no hint regarding any conversations between 
us should become known to the Iranians. Given these points, how- 
ever, he felt that we need a better understanding than we have at 
the present time of what the British views are on the “substance” 
and “tactics” of an oil settlement. 

Sir Roger Makins felt that the British had already brought us as 
much up to date as they could at this time regarding their thinking 
on “substance”. He added that “tactics” could not be definitely de- 
cided until the nature of the Government with which it would be 
necessary to deal were known. 

Mr. Eden felt that it is important to keep the US fully informed. 
Although maneuverability is essential from the British point of 
view, we must keep in close touch on the oil settlement and financ- 
ing problems. This is particularly important in view of the possibil- 
ity of a change taking place by August. He suggested that further 
conversations, similar to those which have been going on in the 
past, should be held in Washington to assure that the US is kept 
up to date. Mr. Acheson agreed with this procedure. 

Before leaving the subject of Iran, Mr. Eden reverted to the ques- 
tion of financing. He said the Foreign Office was in constant touch 
with AIOC on the question of financial aid for Iran. He would like 
to see the aid handled in this manner, but he was inclined to think 
that a new Iranian Government would probably not accept it from 
AIOC. As regards Mosadeq, Mr. Eden thought that he would prob- 
ably not retire gracefully from office, ... . 

[Here follows discussion of the situation in Trieste.) 
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7TH Tetegram 


The Ambassador in Iran (Henderson) to the Department of State’ 
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'Transmitted in three sections, repeated to London 
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inted he might outrage popular sentiments of country and 


tionalization had been in interest of Iran and 
steps which must be taken for improvement of Iran economically 
shld be based on this nationalization. Shah went on to emphasize 


not be any differences in their recommendations to him. i 
ed out he wid be placed in awkward position if there shld be differ- 
ences in recommendations of 2 Houses. Both shld therefore give 
careful consideration to this important prob and shld confer with 
one another before deciding upon recommendations. Two Bureaus 
decided while at Palace they wid meet each other morning July 7 
after informal convs with members their respective Houses in 
order work out common recommendations. 

(d) No one present, including Shah seemed to have any idea that 
Majlis wid move more — than Senate. Shah was therefore as- 
tonished when he heard late in afternoon that Majlis in secret ses- 
sion without further consultation with Senate decided by vote 
52 out of 65 that Mosadeq was their preference to succeed himself. 
Ala was of opinion Senate would follow Majlis’ lead, particularly 
since Shah had indicated it was important that two Houses not dis- 
agree. 


3. While I was talking to Ala, Bayatt, Pres pro tem of Senate in 
absence Taquizaden who had gone abroad, telephoned Ala stating 
that Senate had made its decision and he was preparing to convey 
document setting forth Senate’s decision to Shah. Bayatt was un- 
willing give Ala gist decision by telephone but said effect was to 
place responsibility on Shah. 

4. Ala seemed distressed at developments which had resulted in 
expression Majlis in favor Mosadeq. He said he was afraid that 
Shah wld be heavily censored by opposition; that he wid be accused 
of weakness, and that he wid lose considerable prestige. I laughed 
and said two other people wid also probably be blamed—he and I. 
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He wid be accused of failing sufficiently to encourage Shah to take 
action, and I wid be charged with failure to intervene with Shah 
against Mosadeq. I said that I had been placed under great pres- 
sure by various groups “to use my influence with Shah” to prevail 
upon him to dismiss Mosadeq. My apparent failure to intervene 
with Shah to extent desired wid certainly be construed by many 
members opposition as support for Mosadeq. Ala asked if in my 
opinion retention of Mosadeq wid be harmful to Iran. I said that I 
thought that so long as Mosadeq remained in power there was 
little chance of settlement of oil problem and in absence of such 
settlement Iran wid continue to deteriorate finan and polit. Ala 
asked if in my opinion Brit wid be willing again to negot with Mo- 
sadeq. | said I cld not speak for Brit but I thought that British, wid 
be willing to negot provided Mosadeq wid make it clear that he had 
altered his position re possible terms settlement. I was confident 
Brit wid not negotiate with Mosadeq unless they had reason be- 
lieve previous attitudes expressed by him had undergone change. 
Ala said he wid try persuade Mosadeq now that latter had won 
polit victory to be more reasonable re oil problem. I replied I afraid 
that no amt persuasion wid have effect. It seemed to me Mosadeq’s 
ideas on settlement were permanently fixed. 

5. Following my conversation with Ala I saw Middleton, who 
showed me several telegrams which he had sent during last two 
days to London. Considerable part of Middleton’s information ap- 
parently came through new President Majlis, Imam Jumeh. Ac- 
cording to Middleton’s information: 


(a) Imam maintained that he had told Shah he was in favor 
vam and Shah had indicated yet would be acceptable to him. 
morning July 6, just before Shah had met members of two bu- 
reaus Shah had had private conversation with Imam during which 
he had insisted that Majlis disclose its inclination hee gree Prime 
Ministership immediately, and although Imam argued that 
haste in matter would be in favor Mosadeq, Shah had taken posi- 
tion that country could not remain in suspension and that decision 
should be taken without delay. Therefore, Imam could give no in- 
terpretation to Shah’s instructions other than that really 
wanted Mosadeq returned as Prime Minister. Same interpretation 
apparently was placed on Shah’s subsequent words others 
present and also by Majlis who voted overwhelmingly for Mosadeq. 
(Similar impression obtained today from this Embassy’s sources). 
(b) Shah also intimated to Imam Jumeh that it not impossi- 
ble both Brit and Americans were really in favor reappointment 
seve ay response to Jumeh’s inquiry regarding British attitude 
British reassured him on this point. 


(c) On evening July 6, according to sources considered reliable, 
caucus of Senators opposed to Mosadeq was interrupted by appear- 
ance of Human, Deputy Minister Court, who personally is extreme- 
ly anti-Mosadeq. Human in apparent distress told tors that 
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Senate had not had opportunity to study it, Senate did not believe 
it should make any recommendations regarding reappointment Mo- 
sadeq until it had learned more about it. On my return to Ameri- 
can Embassy I found our political section had received identical in- 
formation regarding temporary decision of Senate. 

7. We are inclined believe there was sufficient sentiment in 
Senate against Mosadegq to give it courage not to vote today in his 
favor but Senate not bold enough to vote against him in face 
Shah's desire that it follow lead of Majlis. Senate therefore fol- 
lowed typical Persian expedient of procrastinating and gaining 
time by taking action indecisive character. 

8. Although it difficult to draw conclusions from present compli- 
cated situation, we are reluctantly coming to conclusion that Shah 
has been taking different attitudes when talking to different 
people; that he is not happy with Mosadeq but distrusts Qavam 
such extent that he would prefer that Mosadegq stay on rather than 
that Qavam become Prime Minister and that he has not enough 
moral courage frankly to say that he is opposed to Qavam. I am 
somewhat at loss to understand how after all my statements to 
Shah he could still intimate that Americans (and now even British) 
might be secretly supporting Mosadeg. Undoubtedly one reason has 
been inability of Middleton and me to give any definite assurances 
as to what our respective governments would be willing to do to 
assist successor to Mosadeq to survive financial crisis which he 
would inherit or to facilitate solution oil problem. There is also pos- 
sibility that Shah is trying to transfer some of blame for his own 
inaction to shoulders British and Americans.” 

9. We have heard from various sources that Queen Mother's 
anger against her son for “his weakness’’ has reached new heights 
and that Princess Ashraf, who returned to Tehran yesterday, is so 
furious at what has happened that she has suffered “heart attack”. 

HENDERSON 





*Ambassador Henderson reported on July 8 that the Shah had decided the previ- 
ous day to reappoint Mosadeq Prime Minister without waiting for the Senate to ex- 
press its inclination. Accordingly, he summoned Mosadegq and informed him that he 
was initiating measures to rename him Prime Minister. (Telegram 108; 788.13/7- 
852) 











IRAN, 1952-1954 413 
No. 186 


788 13/7-952: Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


TOP SECRET Lonpon, July 9, 1952—7 p. m. 


153. In conversation today, FonOff expressed extreme disappoint- 
ment at way events have transpired last few days in Iran, but de- 
rived some satisfaction from agency msgs that large number of sen- 
ators had abstained on vote of inclination, which FonOff feels indi- 
cates that opposition to Mosadeq still basically strong in 
Senate... . 

Embassy officer referred to Henderson’s comment (para 8 Teh- 
ran’s 98, July 7) that his inability and that of Middleton to give 
any definite assurances to Shah re our intentions on financial prob- 
lem and oil settlement were undoubtedly instrumental in Shah's 
current attitude. Embassy officer felt that Shah wid probably be 
unable move until we were in position say something to him on 
this score. FonOff official then suggested that UK might be able 
get itself into negotiating posture soon and to give Shah indication 
that it wid be willing negotiate a long-term settlement along man- 
agement agency lines with a reasonable successor govt. Suggestion 
to this effect now being considered by FonOff. If this cld be done, 
did Embassy officer then think Dept wid consider intervening with 
Shah to encourage him replace Mosadeq? 

Embassy officer said he cld not, of course, judge what Dept’s re- 
action wid be. He felt there were two important elements, however, 
which wld enter into Dept’s decision: 


1. Dept wid undoubtedly want to know much more re proposals 
which UK wild put forward in ——. and their likelihood of 
success. He recalled five r~ints which Secretary had mentioned in 
fourth bilateral as type thing on which we wid have to have more 


2. Secondly, there was question of timing. If Mosadeq accepts 
Shah’s firman and forms new Fv ovt, he will undoubtedly ya ini- 
tial recrudescence of strength. ntil that strength begins dissipate 
again, it wid seem unlikely Shah, judging by his recent actions, wid 
feel himself able to move against Mosadeq even if definite assur- 
ances received from US and UK re intentions to successor “~ 

of timing sheseieve wid be most important one and, in 

is connection, verdict of Hague Court wid iy eiws have impor- 
tant bearing, since Iran victory wid undoubtedly give Mosadeq an 

other popular boost. FonOff official said re first Lad that FonOff 

now actively studying points raised by Secretary and hopes be in 





‘Repeated to Tehran. 
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ance with relieble but confidential indication we have hed thet Sir 





"On July 11 the Department cabled its complete agreement with the 
position regarding future policy in Iran. (Telegram 262 to London; 788.13/7-952) 





No. 187 
Editorial Note 


On July 22, 1952, the International Court of Justice supported 
the claim of the Government of Iran, by nine votes to five, that the 
Court was without jurisdiction in the Iranian oil nationalization 
case. For the Court’s opinion, see International Court of Justice, 
Anglo-Iranian Oil Co. Case (United Kingdom v. Iran), Judgment, 
July 22, 1952. 
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No. 188 
888 2553/7-2652 Telegram 


The Secretary of State to the Embassy in the United Kingdom' 


SECRET  NIACT WasHINGTON, July 26, 1952—6:07 p. m. 

585. Tehran tels 387 July 25? and 390 July 26° rptd London as 
136 and 138 have been considered here together with texts of two 
Brit msgs referred to by Henderson which give further details of 
Mosadeq proposals. Request you inform FonOff our views are as 
fols: 


As a result of the events of the last week, it appears to us that 
Mosadegq is clearly in a stronger position vis-a-vis the Shah, the 
Majlis and the public now than at any time since the nationaliza- 
tion of Iran oil in Apr 1951. The Hague Court decision coinciding 


the National Front, including Kashani, and with the Tudeh may, 
however, be weaker than before. 

It appears that our worst fears as to the weakness of the Shah 
have been confirmed, that the Shah has been discredited and that 
it is highly unlikely that any other constructive polit elements will 
attempt to exercise power in Iran after what has happened to 
Qavam and that if they did, it is highly unlikely that they cld suc- 
ceed. We therefore believe that if Mosadeq were to lose power, 


Under these circumstances, it appears to us that there are three 
possible courses of development which we can look forward to in 
Iran: 





‘Repeated to Tehran. Byroade drafted it, cleared it in draft with Nitze and the 
Secretary, and approved it for transmission. 
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(a) The first wid be a settlement of the oil question somewhat 
the lines outlined by Mosadeq in his most recent approach to 


& A mndusl beeshdows of the on Iran oil shipments 
with the tities of oil purchased ts around the 
world mally increasing and with the NI gradually obtaining 

assistance from various consul 
firms. this course of t t even y result in 
Iran being that it cld neither sell or produce sufficient 
oil to its financial ts without a term pur- 


chase peomgmnas 7 AIOC and — ~~ inite — 
sions for management and engineering advice, an even 
outcome wid probably take a long time to develop); and 

(c) A continuation of present trends without any of the oil 
deadlock. It is hard to foresee how this wid end up but it wid 
appear that the risk of a further trend to the Left and the eventual 
loss of Iran wid be very great indeed. 


In the light of this analysis we believe it wid be a great mistake 
to reject Mosadeq’s overture. It seems to us plain that course (a) 
above is unfortunately the best; that course (c) is quite unaccept- 
able to the West; and therefore that, if course (a) cannot be devel- 
oped, course (b) becomes almost inevitable in spite of the disadvan- 
tages inherent in it.* 

ACHESON 





*On July 28 the Chargé in London, Julius C. Holmes, informed the Department 
that the contents of telegrar’ 585 had been communicated to the Foreign Office; 
that the Foreign Office analysis of the situation followed the same lines; and that 
recommendations had gone forward to the Ministers suggesting that they propose 
that the British Government follow up Mosadeq’s offer. (Telegram 517; 888.2553/7- 
2852) 





No. 189 
7RR 13/7-2852 Telegram 


The Ambassador in Iran (Henderson) to the Department of State' 


SECRET NIACT TEHRAN, July 28, 1952—2 p. m. 


422. 1. During last two days I have recd various hints, including 
one from son, that Mosadeq was ready for me to call. Accordingly, I 
visited him yesterday evening. Our conversation, which lasted 
nearly two and half hours, was both exhausting and depressing. As 
I listened to him I cld not but be discouraged at thought that 
person so lacking in stability and clearly dominated by emotions 
and prejudices shld represent only bulwark left between Iran and 





'Transmitted in three sections; repeated to London 
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communism. As during several previous conversations, I had feel- 
ing at times that I was talking with someone not quite sane and 
that therefore he shid be humored rather than reasoned with. On 
occasions he resorted to such silly exaggerations and extravagances 
it seemed almost useless to talk further. At one point I almost de- 
cided to abandon our conv when he rptd again and again in mono- 
tone that “Iran wid never, never want UK and US to have any dif- 
ferences over it. Iran wid prefer go Communist than cause any 
trouble between US and UK”. There were periods during our talk 
when he seemed lucid and sensible. Gen impression which he left 
was however one of deterioration. I have noticed in past that in 
evenings he is likely to be more tired and to have less control over 
his emotions. I can only hope his behavior last evening was due to 
strain of recent events and fatigue and does not indicate serious de- 
generation. 

2. I shall not attempt to outline conversation but will merely 
touch on those portions which seem to me to be more important 
and which may enable Dept have better understanding his present 
frame of mind. 

3. He recd me in usual friendly manner. | began substantive por- 
tion our conv by saying that during recent days there had been cir- 
culated so many defamatory stories re US policies in Iran and 
partic US relations with Qavam that it wid be useless for me to try 
deny all of them. I thought however it might be helpful if, in strict- 
est conf, I shid describe to him briefly what attitude US Govt had 
been towards Qavam and let him understand character my person- 
al relations with Qavam. I said I had seen Qavam twice before he 
became PM; once at dinner at Turk Emb and on another occasion 
at dinner in house mutual friend. During such talks as I had had 
with him he had not appealed to US to support him either directly 
or indirectly. Although some his friends had at times asked Emb 
use its influence on his behalf I never had had any indication that 
Qavam was aware of these approaches to Emb. It seemed unneces- 
sary for me to add that Emb, in pursuance instrs from US Govt, 
had never directly or indirectly endeavored support Qavam or 
other Iranian as PM. Stories that Amers had by some sort intrigue 
brought about resign Mosadeq and appointment Qavam were so ri- 
diculous that I failed understand how intelligent Irans, even in this 
emotional period, cld credit them. These stories were being circu- 
lated either by people who had completely lost their ability to 
reason or by enemies of Iran who desired undermine Iran's inde- 
pendence by impairing relations between Iran and US. I said day 
fol appointment Qavam as PM he had sent msg to me asking that 
US give Iran finan aid to enable it to meet outstanding urgent in- 
debtedness, including unpaid govt wages and salaries. Qavam in 
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this msg asked me see him on fol day, July 19. During immediately 
ensuing conversation with Qavam he had told me that he hoped 
achieve oil settlement in not distant future on basis which wid 
result in augmentation Iran's revenues and which wid not in any 
way mean sacrifice Iran's rights or sovereignty. Pending resump- 
tion receipts from oil industry Iran needed finan aid to tide it over 


aid to Iran. If such funds not available it wid be extremely difficult 
to render aid for sometime as Cong not in session. | had added that 
even if funds shid be available US in my opinion cld render aid 
only in circumstances in which offense wid not be given to public 
opinion of US, UK and Iran. I had informed Qavam that he shid 
understand that it wid not be interest free world, incl Iran, for dif- 
ferences between UK and US arising from extension US finan aid 
Iran to weaken world security structure. 

Weakening this structure might encourage aggressive action on 
part internat! communism against countries which, like Iran, lay 
under its shadow. I had also told Qavam that US cid not undertake 
for indefinite period to extend budgetary aid to any country and 
that such aid this character as US might be able give Iran must be 
limited to several months until Iran cld have opportunity set its 
house in order and balance its budget with help its own resources. 
Mosadegq asked if I had told Qavam that I wid recommend US aid 
to him. I replied I had told Qavam that in view his assurances that 
he wid make every effort effect settlement in dispute on basis fair 
to both parties, and in view Iran's desperate finan situation, | was 
recommending that limited finan aid be given to Iran but that I 
had no idea what my govt's attitude re such aid wid be. 

4. Mosadeq thanked me for giving above confidential info to him. 
He said he cld draw several conclusions. First conclusion was that 
US had brought pressure on Qavam to bow to Brit demands and to 


that Iran take any step which wid in the slightest degree weaken 
its independence or sovereignty. US has always been of opinion 
that Iran and Great Britain cld come to reasonable and fair solu- 
tion oil problem without any sacrifice of Iran's independence. Fur- 
thermore, I had not pressed Qavam to endeavor come to under- 
standing with Great Britain re oil. | had merely informed him of 
circumstances in which in my opinion US Govt might be able to 
give finan aid to Iran. I had in past, in informal conversations with 
Mosadeg, expressed myself to him similarly. 

5. Mosadeq said second conclusion which he had drawn was that 
altho US had shown willingness give aid to Qavam on latter's re- 
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sized that effects of possible settlement on US oil concessions in 
various parts world did not play major role in our policies re Iran. 
I added that in any event it did not seem likely that countries in 
which there were Amer oil concessions wid be tempted follow 
Iran's example. I had already on various occasions tried to make 
clear to him it wid not be in interest free world for to Iran 
finan aid in circumstances 


7 
Ht 


ences of opinion with tell 
him that US choice was not merely between US-UK friction and 
Iran going Communist. | stressed that if serious misunderstandings 
shid develop in present world situation between US and UK, Iran 
wid go Communist anyway. 


that any judgment he might render was of diplomatic character. | 
was aware it quite useless to convince him that Amer judges were 
not influenced by executive branch govt. | doubted that anyone not 
educated in Amer cid understand depth Amer feeling re ...wepend- 
ence of judiciary. | had heard that Mosadeq himself was anxious 
separate Iran judiciary from executive branch govt. If he shid suc- 
ceed, Iranians might in years to come be able believe Amer judges 
did not receive instructions from US Govt. | said | would appreci- 
ate it if Mosadeq wid tell me precisely what he thought Amer di- 
plomacy shid do in Iran. Mosadeq again reverted to fact that US 
had given Iran no final aid in its time of need. 

9. Mosadeq placed great stress on Communist danger facing Iran. 
He said Iranian army was no lounger stabilizing factor. It was now 
hated by all Iranians. Iranian army, under orders Qavam, who was 
Brit agent, had fired on and killed hundreds Iranians. Iranian 
people, therefore, considered army as tool Brit. 1 asked Mosadeg if 
he, as MinWar, wid not be able by certain measures restore pres- 
tige army. He insisted too late. Nothing cld save army now. In fact, 
army was now danger to country since many officers and men, hu- 
miliated at their present unpopularity, might at any moment try to 
get back into public favor by taking leadership in revolt of Commu- 
nist character. This revolt might not be fomented gradually. It 
might break out at any moment. 

10. | asked Mosadeq if there was anything he cid tell me re 
future mil aid and mil missions. Various kinds rumors were afloat 
re his attitude on these subjects. He replied he not prepared to talk 
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to me at present. He wid take matter up later. Any recommenda- 
tions which might be circulated had no basis. He had not discussed 
his intention re mil missions and aid with anyone. I said Gen Zim- 
merman had always maintained friendly relations with MinWar. 
Now that Mosadeg had war portfolio | assumed it wid be appropri- 
ate for Gen Zimmerman to cal] on him. He said he wid always be 
glad receive Gen Zimmerman “so long as mil mission was here”. It 
was not clear to me whether he intended that this phrase have spe- 
cial significance. 

ll. Reverting to oil problem. Mosadeq described briefly sugges- 
tion which he had mede to Middleton. He made no request of me 
and I stated that | was glad that direct conversation on subject had 
been opened with Brit. 

12. As | was preparing depart, Mosadeq said he hoped I wid not 
take amiss frankness his comments to me. It had been his practice 
to talk on personal basis rather than that of PriMin addressing 
Amb. He believed his country and govt were in great danger and 
he cld not understand why US, which was supposed to be so friend- 
ly to Iran shid not show friendship by action. | told Mosadeq that 





US was in many ways trying to help Iran. He and said if 
we were really trying assist by other than words, we were certainly 
succeeding in hiding our helpful activities 
HENDERSON 
No. 190 
TRA 13/7-3052 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY Tenran, July 30, 1952—4 p. m. 


460. 1. | semt mag to Mosadeq yesterday morn that at his conven- 
ience I wid like talk with him again. We had therefore another 
long conversation last evening. I found him more composed than 
usual. Altho showing emotion at times, he did not engage in ex- 


2. | opened conversation by saying | was unhappy at pessimism 
which he had displayed during our previous talk. I considered him 
personally only bulwark existing at present between Iran and Com- 
munism. I was hoping therefore that statements which he had 





‘Transmitted in three sections, repeated to London. 
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3. Mosadeg said he was really deeply concerned at sitn. Army 
to replace Yazdanpanah but thus far he had been able find no one 
who was both capable and trustworthy. Most Iran gens venal and 
out-moded. Officers of lower rank did not have prestige which chief 
of staff must enjoy. Altho it might sound immodest he agreed that 
he personally at present was only effective barrier in Iran against 
Communism. No NF leaders were proCommie but they were so 


what allies they wid make if he did not have control of them. They 
wid take instrs from him but not from one another. Re 

of country he had not exaggerated. He did not see how Iran 
carry on without finan help from outside. His govt cld begin print- 


threat to country's security. 

4. I told Mosadeg that | realized that he was determined not to 
ask US for finan aid but if we were to talk frankly we shid not 
hesitate discuss this matter which both of us knew was foremost in 
his mind. What I might say during our present conv'**tion was 
not based on any instrs from US Govt and shid -> = rouse any 
false hopes that US finan aid might be forthcoming. | wished 
during our conversation to give him better understanding of what 
US Governmental position had been during recent months re finan 
aid. Altho since end last World War US Govt had been giving large 
amts to various fon countries for purposes reconstruction, econ de- 
velo>, or def, it had not made practice of extending budgetary as- 
sistance, even to most friendly nations, except on emergency basis. 
US Govt cid assist no country budgetarily unless it was in position 
to convince US public opinion that such assist was of merely tem- 
porary character, unless it cld show that govt to which aid was 
being given wid soon be able without further budgetary assist to 
function. US public opinion wid not tolerate US support of budget 
of any country on what might turn out to be permanent basis. 

At time when Mosadeq had asked US for budgetary aid he had 
not furnished US Govt simultaneously with info which wid give it 
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able Iran position re oil dispute. UK Govt and people wid also have 
been resentful if, in such circumstances, US had granted finan aid 
to Iran. If US had granted aid, it wid have done so in face its own 
public opinion and wid moreover have created between US and UK 
rift disastrous to whole free world, including Iran. I added that 


assume discussions with Brit re solution oil problems had been sus- 
pended? Mosadeq said that Brit apparently were not interested in 
solving oil problem. Middleton had told him UK was not in any 








424 FOREIGN RELATIONS, 1952-1954, VOLUME X 


urgent need of Iran oil and was rapidly developing sources which 
in short time wid make Iran oil unnecessary to Brit econ. Mosadeq 
was therefore abandoning any idea of coming to oil agrmt with 
UK. He was hoping that eventually Iran wid be able find markets 
other than Brit for its oil. In meantime, Iran Govt was making 
plans obtain revenues which wid assist in balancing its budget in 
total absence of oil exports. 

7. I told Prime Minister that it must be clear to him that it wid 
be easier for Iran to realize quick revenues from its oil than from 
any other source. Prime Minister said that only during recent 
years had revenues from oil been considered as part of govt’s 
budget. I pointed out that question was not only one of revenues 
from oil but also absence of customs receipts of credits from certain 
exchange transactions connected with oil. There was also heavy 
budgetary burden of supporting unemployed oil workers and of 
plant maintenance. Mosadeq agreed, but ssid he did not see how 
Iran cld do other at present than try to plan its budget on basis of 
idle oil industry. 

He asked if I had any suggestions to make. I replied in negative 
adding that although US Govt was of course anxious that dispute 
which was doing great damage to free world shld be settled it did 
not wish to interfere. Best way for dispute to be settled was thru 
direct negots between Iran and UK. PM said Iran wld not take ini- 
tiative and apparently UK did not desire to make any approaches. 
I said it might be helpful if he cld at least let me know what Iran's 
present position re solution oil prob was. A long conversation fol- 
lowed during which I asked numerous questions and recd partly 
evasive and partly frank answers from Mosadeq. Mosadeq was cau- 
tious and made clear he not committing himself in any way. As 
result our talk I have come to opinion that there is no chance of 
Iran Govt under Mosadeq going any further in direction of settling 
oil dispute with UK than under conditions somewhat as fols: 


(a) Iran Govt wid operate exploitation and extraction facilities in 
Iran without any control whatsoever from abroad. 

(b) Iran wid expect Brit and Amer Govts and int! oil cos to place 
no obstacles in way of Iran employing on individual basis such few 
fon technicians as it might consider nec. 

(c) Iran wid be willing to agree to sell to AIOC or some subsidiary 
of AIOC most of its oil products on commercial basis. It wid not be 
willing however to sell its entire production to single purchaser. 

(d) lran wid be prepared submit ques of compensation to intl ar- 
bitration. 

(e) Iran wid continue turn over to AIOC as compensation certain 
on pen of receipts from sales until such time as compensation 

been completely liquidated. 

(f) On conclusion of agrmt AIOC wid abandon all claims to real 
or movable property situated in Iran. 
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) On conclusion t both UK and Iran wid take appropri- 
BP npc aon «ad my hr neg tiger oI 

8. I wid like again emphasize that above shid not be considered 
as offer or suggestion on part any one. It merely reps conclusion 
which I drew during conv re conditions under which Mosadeq 
might be willing settle oil dispute at this partic moment. If discus- 
sions shld open on basis this kind they might lead to nothing. On 
other hand, they might result in surprisingly quick agrmt. 

9. I asked Mosadeq what specific plans he had in mind for bal- 
ancing budget in case oil indus contd dormant. He said in first 
place he hoped speedily to increase sugar production in Iran to 
such extent no more imports wld be nec. I asked if such measure 
wid appreciably affect governmental budget as distinguished from 
national econ. He insisted govt produced sugar cld be sold at con- 
siderable profit. He added govt hoped develop in immed future 
from its textile indus from which it shid realize increased profits. 
He referred to possibilities of increasing agric yield and production 
and added that irrigation projects and other public works in South 
cld absorb idle oil workers. I asked if measures for economic devel- 
opment wid not in initial stage rep drain on governmenta! budget 
rather than income. He said Iran economists were endeavoring 
work out plans whereby such developments cid proceed rapidly 
with minimum strain on budget. He really hoped that within year 
situation of budget wid be appreciably improved. He stressed, how- 
ever, that likelihood of success in improving budgetary situation 
depended on whether some econ friendly country wid be willing 
give lran temporary budgetary aid and sufficient econ aid to enable 
it to carry out programs, purpose of which wid be primarily in- 
crease government revenues. 

HENDERSON 





No. 191 
7RR 13/7-31452 Telegram 


The Ambassador in Iran (Henderson) to the Department of State' 


TOP SECRET NIACT TEHRAN, July 31, 1952—2 p. m. 


480. 1. Regarding paragraph (a) Deptel 255, London 648, July 29,” 
I have discussed with Middleton Embtel 460, London 166, July 30. 





‘Repeated to London. 

*In telegram 255 the Department informed Henderson that British Embassy rep 
resentatives had discussed the Iranian situation with Department officials, and it 
was agreed that both Embassies in Tehran should make a joint reappraisal of the 
situation. (788.00/7-2952) 
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Middleton tells me that conditions outlined in paragraph numbered 
7 were almost precisely what he had understood Mosadeq to have 
in mind during their first conversation are possible basis for negoti- 
ations regarding oil dispute. It would seem that despite attitude 
displayed by him during second conversation he still has these con- 
ditions in mind. Difficulties are that: 

a. Neither British nor Mosadegq are willing to take initiative in 
suggesting basis for possible future negotiations. 

b. British may not be willing to discuss problem on basis of condi- 
tions outlined. 

c. Although Mosadeq during my conversation with him gave me 


impression that he would be willing in negotiations on these 
conditions I cannot be sure that he would not retreat if conditions 
were advanced in more formal way. 


2. Middleton and I have agreed that each of us telegraph our gov- 
ernments in order to ascertain (a) whether British Government 
would be willing accept conditions this character as basis for nego- 
tiations provided they would be acceptable to Mosadegq; (b) whether 
American Government would be willing for me to ask Mosadegq if 
he would be willing for US Government to inquire of British Gov- 
ernment whether or not British Government would be prepared to 
accept these conditions as basis for negotiation; and (c) whether, if 
they should prove acceptable to British Government, Mosadeq 
would also be willing accept them. 

3. In approaching Mosadeq I would make it clear that it would be 
understood that neither British nor Iranian Government had taken 
initiative in matter, and that if question as to initiative should be 
raised later it could be stated that conditions had been formulated 
by US Government after informal consultations with British and 
Iranian Governments. 

4. This Embassy is convinced that British will not be able in fore- 
seeable future come to agreement on conditions any more favorable 
than those under reference. If new Iranian Government should, by 
some surprise move, come into power we do not believe that it 
would be able, for indefinite period, offer better terms. So long as 
oil problem unsolved gulf between Iran and Western world sure to 
widen. We therefore earnestly hope that British Government will 
agree to these conditions as basis for negotiations. 

5. Condition (h), reading as follows, should be added to conditions 
listed in paragraph 7 of Embtel 460 of July 30: 


“Upon commencement of negotiations on basis conditions out- 
lined above, Iran must be accorded from some source financial as- 
sistance of temporary character”’. 


HENDERSON 
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No. 192 


THK 13/7-S152 Telegrars 


The Ambassador in Iran (Henderson) to the Department of State* 


TOP SECRET NIACT TEHRAN, July 31, 1952—2 p. m. 

481. I have discussed Deptel 255, London 648, July 29* briefly 
with Middleton. Recommendations requested in (a) will be subject 
separate telegram.* 

Regarding (b), we were both of opinion that at present it did not 
seem likely any alternatives to Mosadeq could be brought into 
power except perhaps by military coup d état; that we knew of no 
outstanding military leaders with ability who had strength, stand- 
ing or intelligence necessary for assuring success of coup d @tat, 
and for governing Iran in case such coup d état shid be successful; 
that army officers who seemed to be best fitted for leadership in 
effecting coup d état were General Zahedi and General Hedjazi; 
that these two Generals differed to extent in their political views 
since Zahedi sympathized with moderates of National Front where- 
as Hedjazi would probably be primarily interested in setting up 
strong government which would strengthen hand of Shah and ex- 
terminate Communists... . 

Regarding (c) coup d état, to be successful, would have to be car- 
ried out and executed entirely by Iranian military in name of Shah 
without knowledge of Shah since Shah would probably not have 
stamina to see it through and might at certain stage weaken and 
denounce leaders, it would probably be necessary for at least com- 
mander of army division stationed in Tehran to be fellow conspira- 
tor and probably at some point commander of Shah's bodyguard; it 
is believed that if army could gain complete control of Tehran and 
conspirators, in name of Shah, could appoint new chief of staff, 
most of provinces, except possibly Khuzistan, would recognize new 
government. Qashqai tribes might cause difficulty. (Such informa- 
tion as has come to us cause us believe trouble from Qashqais 
might be greater than British seem to think.) 

Regarding (d) both Middleton and I agreed that neither British 
nor American Government should undertake to encourage or sup- 
port coup d état and that our two Embassies should not become in- 
volved in any way. 

We should also bear in mind that successful coup d état almost 
certain result in Tudeh gaining control of national movement. Mili- 





‘Repeated to London 
*See footnote 2, supra 
*Presumably reference is to telegram 480, supra 
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in controlling country and in carrying out constructive program. 
HENDERSON 





No. 193 
mee 2553/7 -3152 


Memorandum of Telephone Conversation, by the Secretary of State’ 


TOP SECRET [WasHincTon,]} July 31, 1952. 
Participants: Mr. Acheson 
President Truman 


I called the President at 10:30 this morning on the subject of 
Iran. I told him that I consider the situation to be very critical 
there and in an effort to save the situation I wished to take up 
with the British the possibility of proceeding immediately upon a 
plan that involved three basic points. I stated to the President that 
these points were as follows: 


1. The US would make immediately available to Iran $10,000,000 
in grant assistance. 

2. The British would agree to purchase the oil presently stored in 
Iran at a suitable discount. 

3. should agree that an international arbitration com- 
mission should be established to consider the question of compensa- 
lion Ww the British. 

I explained to the President that we had recently, . . . considered 
with the various Departments the question of providing 26,000,000 in 
dollar assistance to Iran and recalled that I had mentioned this to 
him at the time. We had not proceeded upon this .. . . I indicated to 
the President that I had not had the time to clear with other 
interested agencies the question of the US now making available 
$10,000,000 and wished to know his views before I discussed the 
matter with the British. 

The President approved proceeding with such discussions on the 
basis that the US Government would furnish this amount of assist- 
ance. 





‘Drafted by Byroade 
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No. 194 


Wee 10/7-3152 Telegram 


The Secretary of State to the Embassy in Iran' 


TOP SECRET PRIORITY WasHINcTON, July 31, 1952—11:53 a. m. 

276. In view critical Iran situation, Dept considered it advisable 
make fol proposal joint US-UK action. Fol Aide-Mémoire handed by 
Secy to Brit Amb Franks today:? 

“Amer Govt considers situation Iran has become most critical 
eS ae RE Ae Te en oe eee Srereee eee ee 

est. 

There seems little likelihood that Shah or conservative elements 
will recapture polit influence from nationalist Govt Mosadeq. 
Meanwhile, danger communist capture power is increasing. 

Unpalatable though it is, there seems no reasonable alternative 
to supporting present Govt. Such support must be in manner which 
will not relinquish Brit claims to compensation for nationalization 
AIOC in Iran. Furthermore, it must be done in such way as to be 
 mpnnegadladince year erage pdle ~- dn geome as must 

some prospect that Iran will benefit from resumption of oil reve- 
— to end that budgetary finan aid will not be required indefi- 
nitely. 

We think time element is so short that first step in providing 
funds to IranGovt must be taken before any final elaborate agree- 
ment cld be worked out. 

We therefore propose that Brit and Amer Govts jointly make 
offer along fol lines to Dr. Mosadeq: 


1. US will make immed grant $10 million to lranGovt. 

2. AIOC or some other designated by Brit Govt will 

rchase from Iran all oil ucts presently held in storage 

NIOC at commercial Persian Gulf prices less an appropriate 
discount. 

3. On basis proposal discussed between Mosadeq and Brit 
Chargé Tehran July 25,* it wid be agreed that arbitral commis- 
naam Demi emg) sen vena immed to consider ques- 
tion compensa ither Amer grant $10 million nor start 
Brit oil oe ee wid be held up pending commencement arbi- 
tral procedure. 

4. Negots looking toward more permanent arrangement for 
distribution Iran oil be undertaken promptly. 





‘Repeated to London. Drafted by John H. Stutesman, Jr, GTI, and approved by 


2A memorandum of their conversation is in file 888.2553/7-3152 
*See footnote 2, Document 1 5# 

















No. 195 
Truman Library. Truman papers, PSP -Subyect file 


Memorandum for the President of Discussion at the 121st Meeting 
of the National Security Council on August 6, 1952' 


The following notes contain a summary of the discussion at the 
12lst Meeting of the National Security Council, at which you pre- 
sided. Mr. Bruce attended in the absence of Secretary Acheson 
from the city. The Attorney General, who was unable to attend the 
meeting, nevertheless participated in Council action on Items 5 and 
6 by communicating his views through a memorandum. 

[Here follows an oral briefing on the situation in the Far East.| 


2. The Current Situation in Iran 

The President asked Mr. Bruce to open the discussion of the sub- 
ject. 

Mr. Bruce stated that NSC 107/22? still covered the question of 
US. policy with respect to Iran. The Department of State did not 
feel that the time was yet ripe to revise that report, he added, so 
no written statement had been prepared for this Council meeting. 
Certain recent actions taken, he added, which he would describe, 





‘Prepared on Aug. 7, presumably by the Secretariat of the NSC. According to the 
minutes of the meeting, which consist of a list of participants and a brief list of deci- 
sions taken at the meeting, the following members of the Council attended: Presi- 
dent Truman, presiding; Acting Secretary of State Bruce; Secretary of Defense 
Lovett; Director for Mutual Security Harriman; and Chairman of the National Secu- 
rity Resources Board Gorrie. Others present at the meeting included Secretary of 
the Treasury Snyder; Acting Director of Defense Mobilization Steelman; General 
Bradley, Chairman of the Joint Chiefs of Staff, General Smith, Director of Central 
Intelligence; and Executive Secretary Lay and Hugh D. Farley of the NSC Secretar- 
iat. (Minutes of the 12lst meeting of the NSC, Aug. 6; Truman Library, Truman 
papers, PSF-Subject file) 

® Document 32 
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had been cleared with the President by Secretary Acheson prior to 
the Secretary's trip to Honolulu. 

Mr. Bruce explained that we still wished to coordinate our ac- 
tions with the British, even though we apparently had quite a dif- 
ference of views with them over the basic situation in Iran. The 
British have less fear than we that the communists would take 
over Iran if there were a change of government. We now appear to 
be faced with something that contradicts a main tenet of NSC 107/ 
2 since the Shah demonstrated that he did not have the power to 
support Qavam. With respect to current talk of the possibility of a 
coup d état, Mr. Bruce said he felt that was practically impossible, 
since there was no leadership capable of taking over, especially 
with the prestige of the army diminished. 

The Department of State, Mr. Bruce said, was beginning to face 
the serious possibility that, if we could not obtain agreement on a 
line of action with the UK, we should get on with a policy of our 
own. Last week the Department had sought another means of 
agreement with the UK through an aide-mémoire, based on the 
support of Mossadegh. One proposal in the aide-mémoire was for us 
to make a grant of $10 million to Iran. Mr. Bruce said that Secre- 
tary Lovett had some question as to whether this should be a gift 
or a loan. Ambassador Henderson, he added, preferred a gift. A 
second proposal was that the British should buy current oil stocks 
in Iran. The third point was that we would not interpose objection 
to the subsequent sale by Iran of its oil. On this one, Mr. Bruce 
said Secretary Lovett had a question as to arrangements for the 
disposal of such oil, which presumably would consist of future pro- 
duction. 

Secretary Lovett remarked at this point that he had been struck 
in reading the aide-méemoire, after it had been transmitted, with 
the following peculiar combination of proposals: we would be 
urging the British w buy the vil siccks, giving Iran $10 million, 
and then implying that Iran can sell to the Soviets, if they wish. 
This would be very difficult to explain, Secretary Lovett felt. Mr. 
Bruce agreed that the wording regarding subsequent sale of Irani- 
an oil should, if possible, preclude sale to the Soviet bloc. 

Mr. Bruce then said that the British Cabinet was scheduled to 
consider this recent U.S. proposal next week. Ambassador Hender- 
son had concurred in the general principles contained in it, and the 
British Ambassador apparently agreed that Mossadegh was our 
best chance to hold Iran. Mr. Bruce concluded that if the British 
accepted these proposals, then we could proceed to negotiate with 
Iran. If the British refused, however, then we might have to go it 
alone, although Mr. Bruce said he was not yet ready to make any 
recommendations in this regard. 
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Discussed the subject in the light of an oral report by the Acting 








ame 10% 652 Telegram 
The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET NIACT Tenran, August 6, 1952—11 p. m. 


558. 1. We are pleased and relieved at constructive suggestions 
contained in Dept’s aide-mémoire to Brit Amb (Deptel 276 July 31) 
and sincerely hope that Brit Govt will find it possible accept them 
in understanding spirit and without feeling impelled to make reser- 
vations or add conditions which wid tend detract from conciliatory 
nature of contemplated approach (Deptel 306 Aug 5).* 

2. From Western point of view suggested approach wid certainly 
appear to be generous. We are not certain however that Iranians in 
their present suspicious and resentful frame of mind wid regard 
approach in same light. Some of Mosadeq's more extreme advisors 
wid undoubtedly charge that Americans and Brit were trying to 
trick Iran into submitting question of compensation to internat! ar- 
bitration. They would insist that GOI wid be foolish in return for 
paltry US grant of $10 million and for sale of oil stores to AIOC to 
agree to procedure which might result in Iran being saddled with 
debt to AIOC of hundreds of millions of dols. During last ten days 
extreme Iran nationalists with vociferous Tudeh backing have been 
carrying on vigorous private and public campaign against submis- 
sion question compensation to internat! arbitration body. We be 
lieve that Mosadeq personally wid be willing to have vexatious 
question compensation settled by internat! arbitration if such set- 





‘Repeated to London 

*In telegram 306 the Department informed Henderson that it would appreciate 
any comments he wished to make regarding the Department's proposal for joint 
American-British action outlined in the aide-méemoure of July 31. (888 10/8-552) 
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tlement wid mean solution of whole oil problem on basis which wid 
be acceptable to Iranian public opinion. Proposed approach howev- 
er does not pretend to carry with it solution of whole oil problem. 
It would leave him and Iranian in dark as to kind of general settle 
ment which UK and AIOC have in mind. Whether Mosadeq wid 
have courage to agree internat! arbitration in fact of opposition 
which is sure to develop unless he ia position to point out that his 
agreement means satis solution whole oil problem we are unable to 
say. In any event Mosadeg wid in our opinion be in a better posi- 
tion to defend such agreement if US cid offer grant of say $30 mil- 
lion instead of $10 million. "ormer figures shid enable Iran to pay 
urgent past due bills and to meet most pressing financial needs for 
next month or so. Receipts irom sale of oil cld then be used in con- 
nection with reopening of oil industry. We assume that Dept has 
suggested grant not larger than $10 million partly because of atti- 
tude of UK and US public towards Mosadeq Govt. Nevertheless in 
view of all that is involved we consider it wid be advantageous to 
Western world if offer of grant wid be large enough to indicate real 
desire on part US and UK to help Iran thru difficult situation. 

3. If US and UK shid agree to joint approach on basis principles 
outlined in aide-mémoire we venture suggest that we be authorized 
to tell Mosadeq informally at time approach is made that (a) if 
offer is accepted and if it leads to negotiations between UK and 
Iran looking towards full settlement, US willing continue on tem- 
porary basis assist Iran financially during course such negotiations 
and (b) if oil dispute is settled so that Iran can again begin to set 
its economy in order US Govt has intention in case Iran desires it 
so to do to support extension of substantial aid of economic devel- 
opment character to Iran either directly or through Exim and Int 
Bank. 

4. I have not as yet had opportunity discuss this matter with 
Middleton but have appointment with him morning Aug 7. 

HENDERSON 


No. 197 
wwe 2h Whe 


The British Embassy to the Department of State 


SECRET Wasninoton, 9th August 1952. 
Following is message from Mr. Eden to Mr. Acheson: 
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suggested that it was the Kashani elements which arranged col- 


of the Iran Party. As a result of dissensions within the National 


cryptocommunist organisations nor against communist newspa- 


for so long as he shows himself ready to check the drift towards 
chaos and communism. 





‘Reference is to Secretary Acheson's conversation with Sir Oliver Franks on July 


31, at which time Ambassador Franks was given the American aide-mémoire con- 
tained in Document 194 
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4. But there is another consideration. When your proposals were 
framed, we were all feeling the impact of Qavam's failure to exploit 
his position thanks to the lack of support from the Shah and of all 
that this must have meant to the Army. It seemed incredible that 
morale should not have fallen to such a point that the army would 
be eliminated as a significant factor in the political situation. Our 
latest information, however, suggests that this is not necessarily 
the case. While criticism of Musaddiq seems to be growing among 
the National Front leaders, there are signs among the generals of a 
feeling that Musaddiq cannot be allowed any longer to ruin Persia 
and that the Army, whose morale is reported to be improving and 
which remains loyal to the Throne, may have to intervene. If that 
were to happen, the Parliamentary opposition to Musaddiq would 
certainly rally to the Army. So long, therefore, as there is any rea- 
sonable hope that Persia can be saved by her own people, I believe 
we should not be hasty in coming to Musaddiq’s aid because we 
think that we shall never have a better government to deal with. 

5. The Note which has just been received from Musaddiq alters 
the situation again,’ but before dealing with it | address myself to 
your proposals for a joint approact. to him. 

6. When Musaddiq made his offer of arbitration on July 25th he 
doubtless meant no more than arbitration on the question of com- 
pensation only, though he himself proposed that the formula 
should be as general as possible so that the terms of reference 
should not exclude the discussion of any useful points. However, he 
did contemplate that there would be a neutral umpire and that 
both parties would undertake to abide by the decisions reached. 
For our part, we could agree to arbitration only if the terms of ref- 
erence were sufficiently wide to permit introduction during arbitra- 
tion of the question of the validity of the Persian Nationalisation 
law and its compatability with the Anglo-lranian Oil Company's 
concession. We would not, however, insist on either of these points 


dress, including arrangements for the future conduct of the indus- 





*On Aug. 7 Mosadeq sent a diplomatic note to the British Embassy in Tehran. In 
it Mosadeq demanded that the Anglolranian (hl Company ummediately pay the Ira 
nian Government al! funds belonging te it which the company had been withhold. 
ing; that all Iranian funds held in Bi itish banks be turned over to the Iranian Gov- 
ernment; and that the AIOC cease taking measures to prevent the sale of Iranian 
markets. If the British took these measures, then the Iranian Govern- 


yudi text of this note was transmitted 
i iastnahenk is dacane tis een Tehran, Aug. 11. (@88.2553/8-1152) 


ry 
ne 
; 
: 
7? 
j 











— 
° 
5 
“ £&. 


satisfactory agreement for arbitration. case 
the company to abandon their right to take legal action against 
other purchasers of Persian oil before a final settlement of the oil 


pensation, and that in this respect your proposals coincided with 
our thoughts. I and my colleagues have carefully examined the 
offer as a whole, and have reached the conclusion that, if you were 


making it. The modifications which we would suggest are: 

(i) United States financial aid would be conditional upon the 
agreement of the Persian Government to arbitration on acceptable 
terms to the conclusion with the A Iranian Oil Company of 
suitable arrangements for the lifting of stocks of oil; 

(ii) Purchases of oil by the Anglo-lranian Oil Company would not 
be made until satisfactory terms of reference of the arbitration had 


(iii) Anglo-lranian Oi! Company would not be asked, before 
senseannen & 8 Seek cotiement, to sapnten Oe cunt to tie Rew 
action against other purchasers of Persian oil. We regard these 
ey le fm fin A. PE yl 

, we 
Senn of tho sestetetions which we have fund in cell delanes to pines 
on exports to Persia and on the use of Persian sterling. 

9. I must add that though the Anglo-lranian Oil Company are 
aware of our views as given in the preceding paragraph, it would 
be necessary for the matter to be considered by the Board of the 
Company before any binding agreement, affecting as it would the 


"Eden's ideas on terms of reference for arbitration are printed as an attachment, 
below 
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interests of the Company, could be entered into between our two 
Governments. 

10. Since the Cabinet agreed upon the policy which I have out- 
lined, we have received a direct approach from Musaddig, and have 
also been in contact at The Hague with new Persian Foreign Minis- 
ter. Unsatisfactory as the terms of Musaddiq’s Note are, it does at 
least offer an opening for the resumption of direct talks with the 
Company, and | am therefore now considering whether, while re- 
serving all our rights and continuing to work on proposals for arbi- 
tration, we could not turn this opening to advantage. The reply will 
need very careful drafting but I am now engaged on it and | will 
give you my thoughts as early as I can next week. 


| Attachment | 


PERSIA 


SECRET 

Satisfactory terms of reference for arbitration might be on the 
following lines: 

Arbitration should be on the basis of deciding: — 


(a) What sums are due to the Anglo-lranian Oil Company from 
the Persian Government in respect of the nationalisation of the 
Company's undertaking having regard to: 


(i) the date and manner of the nationalisation; 

(ii) the legal situation existing between the Persian Govern- 
ment and the Company immediately previous to the nationali- 
sation, 

(iii) the value of the Company's undertaking, the installa- 
tions involved, its goodwill and the prospects of future earn- 
ings, together with the loss and damage caused to the Compa- 
ny by the Persian action 


(b) The time and method of payment and means of making pay- 
ment effectual 
(c) The arrangements for the future conduct of the oil industry 


pending full and final payment to the Company of the compensa- 
tion and other sums awarded under (a) 


This formula would be capable of modification and of being ren- 
dered somewhat less precise and comprehensive, but something of 
the kind seems to represent the least which would enable the Com- 
pany to raise the issue of the essential validity of the Persian 
action 
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No. 198 
TRA OO/R-1152 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY Tewran, August 11, 1952—1 p. m. 

624. In view rapidity with which polit sit changing we sending 
new evaluation of sit at this morent: 

1. Striking feature of recent Iranian political development has 
been sharpening of dissensions among NF leaders and their allies. 
Apparently, as various checks on power NF were eliminated by 
seeming complete victory symbolized by return of Mosadeq, ambi- 
tious leaders in nat movweinent have begun more openly to quarrel 
among themselves. Schism which at present seems most threaten- 
ing to Nat movement is that between Mosadeq and Kashani. 

2. Remnants of conservative opposition to NF in Majlis have 
adopted new technique for purpose of exploiting and making most 
of frictions within NF. This technique has been to take more ex- 
treme position re various issues than NF itself. This technique has 
been successful (a) at times in making extremism and extremists 
look ridiculous, and (b) in exploiting and widening rifts among 
leaders Nat movement. Opposition for instance credited with effect- 
ing election Kashani speaker Majlis, development which has an- 
gered and embarrassed Mosadeq and increased friction among Nat 
leaders. 

3. Schism between Mosadeq and Kashani wid appear to be pri- 
marily due to: (a) pressures being exerted on Mosadeq simply to 
show latter he powerless without Kashani and that he shid defer to 
Kashani’s views on essential matters and (b) hal Kashani and Mo- 
sadeq, both being inflicted with megalomania, are splitting as Ka- 
shani openly strives for power to pol leadership of country. Min 
Court Ala maintains that Shah and Mosadeq are now coop endeav- 
or frustrate Kashani’s aggressive ambitions. It natural Mosadeq 
and Kashani if rift further deepened, wid try gain support of as 
many polit grps as possible for themselves. Hence polit importance 
of Shah, Army and Tudeh might increase. Two most important ex- 
tremists grps of Nat movement, that under Kashani aegis and that 
in Iran Party, believed not adverse if expedient to make working 
alliance with Tudeh. Mosadeq to remaiu in power might have to 
choose between alliance with Shah and Army or more close coop 
with Iran Party and its extremist leaders. If Kashan) shid decide to 
withdraw support from Mosadeq latter might find himself in mi- 





‘Repeated to London 
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nority in streets since Kashani and Tudeh together control majori- 
ty of street fighters. Kashani reps form of nat extremism with 
which Tudeh might wish temporarily to link itself in order further 
its aims of eliminating Shah and completely destroying effective 
ness of army. 

4. Regardless of possible developments within Nat movement this 
Emb convinced that polit extremism and xenophobia are factors 
that must be reckoned with for indefinite future regardless of Iran 
Govt in power. It hardly likely that any Iran Govt in foreseeable 
future cld agree to discuss arrangements looking toward settlement 
oil dispute any more conciliatory to Brit interests than that pro- 
posed by Dept. Time passing without conciliatory and affirmatory 
approach from West will only strengthen hand of extremists to det- 
riment West interests. 





HENDERSON 
No. 199 
wee 10/8-1352 Telegram 
The Acting Secretary of State to the Embassy in the United 
Kingdom' 
TOP SECRET WasuHincTon, August 13, 1952—11:05 a. m. 


1019. Under Sec last night gave Brit Ambas foll msg and memo 
for Mr. Eden: 

“Msg to Mr. Eden from Mr. Acheson. | have given the most care- 
ful thought to your msg on the Iranian situation drafted Aug 9, 
and am attaching a memo of analysis and comment on particular 
parts of it. This analysis points out the areas of agreement and the 
areas of disagreement between your msg and our msg of July 31.? 
This leads me to the foll conclusions: 


(1) I do not believe that for the reasons given in the memo your 
cld be accepted either by M h or any government 
that we can expect as a successor to him. 

(2) I think that his communication to you,’ needlessly provoca- 
tive as it is, is an invitation to negots which I am glad you do not 
propose to reject. I understand from your msg that you are now 
considering your reply and that you will give me your thoughts as 
soon as you can. 

(3) I think these negots ought to be considered from two points of 
view: (a) as to what can be done toward getting out of him some 





‘Also sent to Tehran. Drafted by the Secretary and approved by Jernegan. 
*See Document 194 
*See footnote 2, Document 197 
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improvement of the existing situation and (b) the position in which 

and the Iranian Govt wid be in the event that the negots 
vem Sale & Cee ts of view, it seems to me most im- 
t tha 


t HMG as as it possibly can in any proposal 
erry te on ts forwa 


—— ES menste fall the situation, already serious, will be even 

serious and we may both have to be in a position on a crash 

basis to make some sort of temporary assistance available to pre- 
vent the loss of Iran.” 


“Memo analyzing the msg from Mr. Eden to Mr. Acheson dated 
Aug 9, 1952. Paras 3 and 4 of the memo discuss the position of Mos- 
sadegh, his effectiveness as a bulwark against Communism and the 
possibility of his remaining in power. They conclude that he is a 
weak reed against Communism, that his continuance in office 
against possible action by the Army is open to more doubt than we 
thought after the fall of Qavam and that ‘we shid not be hasty in 
coming to Mossadegh’s aid because we think we shall never have a 
better Govt to deal with.’ 


(Comment: We interpret not being hasty, etc., to mean not that 
no proposal shid be made to Mossadegh t but that whatever propos- 


als are made shid be very cautiously designed to see that we get as 
much as we give and that he is not put in a position to receive aid 
and then refuse to perform on his own undertakings. We agree 
that Mossadegh's position does not seem as sure y as it t did 
= Qavam’s fall. We also believe that the entire situation in Iran 
now appears more confused and unstable than it appeared after 
Qavam. We further believe that no change which =v occur, by 
coup or otherwise, wid produce a govt which wid be able to accept 
‘Yeo as stringent as those contained in the Brit memo of Aug 


Para 6 amplified by the additional paper presented by the Brit 
Amb‘ contains the terms of reference tor arbitration. Substantial- 
ly, there are two principal factors in these terms: 


(a) the amt of compensation and 

(b) the method of paying the compensation, including arrange- 
ments for the the future conduct of the oil industry pending ful! 
payment. 


These are discussed separately: 

(a) The amount of compensation. 

Under this heading the Brit wid agree to arbitration only if the 
terms of reference were sufficiently wide to permit arbitration of 
the question of the validity of the Persian nationalization law, and 
its compatibility with the Anglo-Iranian Oil Company's concession. 
The msg itself is not insistent that the question of validity be 





*Reference is to the suggested terms of reference attached to Document 197 

















IRAN, 1952-1954 441 


stated as such, but in the illustrative draft terms this matter is 
brought in fully to indicate that all of these matters must be con- 
sidered in order to value goodwill, future earnings, etc. 

(Comment: it seems that simpie terms of reference providing for 


and on the other hand all franian elaine arising out of the onan 
ations of the A Iranian Oil Company wid provide for all legal 
arguments and all proof of value which either side might wish to 
adduce. On the other hand, to insist that the arbitral terms specifi- 
cally recognize certain elements of claim wid be almost certain to 
induce rejection on the Iranian side. The draft terms of reference 
seem to make it clear that the reference in the note to the validity 
question is not inserted with the idea that the arbitrator shid be 
empowered to set aside the nationalization, but merely to consider 
the question of validity as it may bear on the prospects reasonably 
held of future earnings. In view of this, it seems to us unnecessary 
to insert it and fatal to agreement if it is inserted.) 


(b) The terms of payment, including the future conduct of the oil 
industry pending final payment. 


(Comment: The rationale of this proposal is clearly that the 
fixing of the amt of compensation due the Company is only one 
part of giving just compensation. The other and vitally important 
part is to e the payment. Since it is clear that the payment can 
only be made out of the operations of the oil industry, just compen- 
sation is not given by merely fixing an amount without satisfactory 
arrangements for oo Thus the argument runs and it is un- 
doubtedly logical. However, the inescapable fact seems to be that 
the Iranian Govt wid not and cid not place in the hands of an 
umpire the right to determine over a long period of years how the 
oil industry in Iran shld be operated. M h has never been 
willing to make the concession in this regard which the Brit deem 
necessary, and it is impossible to believe that he wid do so now or 
that any successor to Mossadegh cld take this step. Since, there- 
fore, the determination of how the award shld be paid, including 
the operation of the oil industry, cannot in our judgment be in the 
arbitration procedure, it wld be necessary that in addition to that 
procedure, which wid result in the fixing of an amount for compen- 
sation, there be a second negot for the purpose of assuring, within 
the limits of Iran's right to control the operations within Iran, that 
the award wid be paid. If it is thought that this presents an uncer- 
tain future and prospects of no assured value, the answer is that it 
is better than the present situation which offers nothing.) 


Para 7 says that once satisfactory arrangements for arbitration 
are worked out, arrangements cld be made with the Persians to 
move oil. However the Company wid not be asked to abandon their 
right to take legal action against other purchasers of Persian oil 
before a final settlement of the oil dispute had been reached. 
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(Comment: It shid be noted that the Dept AIST 
that all the oil tly in the tanke be bought by Thus 
no question be raised regarding | against any other 


way. Such purchases as might be made by others wid not appear 
under these circumstances to be so material as to impair the course 


of the proceedings.) 


Points of Similarity in the U.S. and U_K. Proposals 

We had proposed that when Mossadegh agreed to arbitrate the 
amt of compensation (and by that we meant agreed to a suitable 
document creating the arbitral group, stating the terms of refer- 
ence and appointing the arbitrators) two things wid happen: 


(1) The US wid make available some budgetary assistance and (2) 


the oil in the tanks upon some satisfactory financial basis. So far 
the Brit seems to agree. However, as is indicated above, it 
seems to go further in the foll respects: 


Points of Difference Between the US and UK Proposals 

While the US proposal was one for a temporary alleviation of the 
situation, which it was hoped wid open the way for more far-reach- 
ing agreements, the Brit proposals seeks at the outset to set up ma- 
chinery for a final settlement. It does this by adding to the arbitra- 
tion terms the authority in the arbitrators to fix the time and the 
methods of payment, including the operation of the oil industry. 
This, we believe, will not work. Secondly, it provides that the right 
to take legal procedure against any other purchasers shall continue 
until final settlement, which may either mean until the whole 
award of the arbitrators, including the management of the indus- 
try, is accomplished and put into effect, or it may mean until final 
payment has been made. In either case, we believe that this will 
produce a fatal stumbling block. 
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Another possible addition to the Dept’s proposals grows out of 
the possible position of the AIOC contemplated in the Brit memo. 
Para 9 of the Brit msg appears to consider that the two Govts cid 
not enter into agreements affecting the interests of the Company 
until the matter had been considered by the Board of the Compa- 
ny. The relations between the Brit Govt and the AIOC are purely 
for the determination of the Brit Govt, but the Dept of course 
cannot agree, in a matter affecting the fate of Iran, that its agree- 
ments with the Brit Govt are subj to the consideration of the Board 
of Directors of the AIOC.” 

Bruce 





No. 200 
WRK 2553/8-1452 Telegram 


The Acting Secretary of State to the Embassy in the United 
Kingdom' 


CONFIDENTIAL WASHINGTON, August 14, 1952—5:32 p. m. 
1068. Fol aide-mémoire today handed to Burrows Brit Counselor: 


“Instrs to Middleton re proposed reply to Mosadeq have been 
carefully studied in Dept. 

ee ee ee eee 
tween R of IranGov of AIOC has merit and we wid be 
pleased if Dr. Mosadeq accepted this proposal. 

Dept considers that alternate proposal, to be followed shid Dr. 
Mosadeq refuse suggestion for informal conversations, wid be unac- 
ceptable to IranGov and wid leave gen atmosphere worse rather 
than better. Reasons for this belief were set forth in Secy’s mag to 
Eden of Aug 12 and need no elaboration here.” 


Bruce 





‘Also sent to Tehran. Drafted and signed by Richards 











444 FOREIGN RELATIONS, 1952-1954, VOLUME xX 


No. 201 
wee TOG SL 


Memorondum by the Assistant Secretary of State for Near Eastern, 
South Asian, and African Affairs (Byroade) to the Acting Secre- 
tary of State’ 


TOP SECRET WasHINGTON, August 15, 1952. 
Subject: Latest Mosadeq Proposal for Iranian Oi! Settlement 

Mr. Bailey of the British Embassy, this morning, showed me a 
message from the British Chargé d’Affaires in Tehran reporting his 
conversation with Prime Minister Mosadeq or August 14. Bailey 
said he could not leave a copy of the message with us, but he al- 
lowed us to take notes. The following is the essence of the message. 

Dr. Mosadeq was unusually friendly. He said that he intended to 
move ahead with reforms in Iran but he desperately needed money. 
His recent note on the oil question had been intended to open the 
way to a settlement in order that the Iranian Government could 
obtain funds. If some portions of the note had seemed to be very 
strong, that was because the Persian people expected Dr. Mosadeq 
to defend their interests strongly. 

Dr. Mosadegq said he had not gone into the question of how much 
money the Oil Company in fact owed Iran. He might be wrong re- 
garding the sums mentioned in the note, but if that were the case 
he nevertheless hoped that the British Government would find 
means of giving him financial assistance. 

The Prime Minister put forward the following proposal: 


1. The two Governments would ask the International Court of 
Justice to settle the question of compensation. (If the British Gov- 
ernment to this, he would have to consult the two Cham- 
bers of Parliament because, despite the full powers recently grant- 
ed him, he could not act in a matter of such importance merely on 
his own responsibility). The Court would not, in any case, be per- 
snitted to judgment on the validity of the 1933 oil concession? 
or of the Iranian nationalization law. Those must be considered as 
res adjudicata (“choses jugés’’). 

2. Her Majesty's Government would urgently investigate the pos- 
ax making money available to the Iranian Government. 

3. The AIOC should immediately get in touch with the Iranian 
Oil Sales Commission with regard to purchases of oil. Dr. Mosadeq 
would be willing to sell the bulk of Iranian oil to the AIOC provid- 





‘Drafted by Jernegan 

*The 1933 oil concession was signed on Apr. 29, 1933 and was to last for 60 years 
It revised the D'Arcy Agreement in such fashion as to increase substantially the 
royalties paid by the Anglo-lranian Oil Company to the Iranian Government. Re- 
garding the D'Arcy Agreement, see footnote 3, Document 216 
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satisfactory comme fo Caney De Senenee. Fu? oe 
ee en either by deliveries of 
a fro of change erty a relucion ie sale price to the AIOC. 


The Prime Minister commented that Iranian public confidence in 
the ICJ was so great as a result of the Court’s decision on the ques- 
tion of competence that he could now safely submit the question of 
compensation to it. 

Middleton commented, in his report to the Foreign Office, that 
he thought Mosadeq would agree to submission to the ICJ of terms 
of reference such as the following: “The determination of compen- 
sation to be paid, having regard to a) the claims and counterclaims 
of both parties and b) the juridical position of the parties prior to 
March 20, 1951”. 

He added that if the British Government were favorably disposed 
toward this proposition of Dr. Mosadeq, he hoped it would be possi- 
ble for the AIOC to transfer to its reserve the amount of fifty mil- 
lion pounds. It would then be able (I believe under a clause in the 
concession) to advance twenty percent, or ten million pounds, to 
the Persian Government. “Alternatively, it may be assumed that 
the Americans would come to the rescue”. 

It was obvious from the whole tone of the message that Middle- 
ton was much encouraged and hoped Mosadeq’s proposal would be 
accepted, although I do not recall that he made a specific recom- 
mendation. 


MAR 25548/8-1852 Telegram 


The Acting Secretary of State to the Embassy in the United 
Kingdom ' 


SECRET WASHINGTON, August 18, 1952—7:47 p. m. 


1159. Eyes only for Holmes, no distribution whatever. Fol ex- 
change msgs between Churchill and Pres transmitted FYI only: 


“In Anthony’s absence, I am taking charge of FonOff corres. 
I am concerned about Alton Jones’ visit to Musaddiq after his 
personal interview with you.’ If it came about that Amer oil inter- 





‘Also sent to Tehran eyes only for Henderson 
*Alton Jones, President of Cities Service Corporation, was invited by Prime Minis 
ter Mosadeq to advise the Iranian Government on the operation of the Iranian oil 
industry. On Aug. 13 and 14, respectively, Jones had confidential interviews with 
President Truman and Acting Secretary of State Bruce and informed them of his 
interest in facilitating the resumption of oil operations in Iran for the overall bene- 
Continued 











is might well raise serious contro- 
ap ped We are doing our utmost to bear the heavy 


hope you will do ur best to 
either Governmental or commercial, from 
ment in mouths of those who care little for grea 


Pres’s reply handed Brit Emb this evening fol: 


“Secret and personal for PriMin Churchill from Pres Truman. 

I have ur msg of Aug 16 and understand ur concern over Jones 
visit to Iran. However, Jones impressed me favorably and was em- 
phatic about his desire to be helpful in facilitating Brit-Iran oil set- 
tlement. He seems to be sincere in his belief that resumption of 

oy oil operations in Iran is impossible without of 
Al and said he wid emphasize this to M . As we Sir 
a Franks, Jones plans talk to AIOC people after seeing Mosa- 


As we see it, there are two problems: (1) An agreement must be 
reached with Irans on amt of compensation due AIOC, and (2) 
means must be found to enable Iran to pay this sum out of oil reve- 
nues. I think there is good chance Jones can be helpful on second 
problem. First of all, he will again explain to Mosadegq facts of life 
in oil industry and need of dealing with AIOC. Secondly, if latest 
Iran proposals lead to an agreement with Co for sale and — 
tion of Iran oil, Jones may be able to help IranGov resume 
tion and refining processes so that there will be oil for AIOC to ~~ 
and market. 

If Jones can work out something it might be useful, since with 
polit temper in Iran as it is, | think there is no possibility that Brit 
management as such wid be allowed to return and take charge of 
oil fields or refinery. By same token, no other fon interests cld take 
place in Iran which AIOC formerly held, and I am certain the 
Amer oil Cos understand this. 





fit of relations between the Western powers and Iran Jones stated that he intended 
to make it clear to Mosadeq that it was virtually impossible to resume the market 
ing of substantial amounts of Iranian oil without the full cooperation of the Anglo 
Iranian Oil Company. If his talks with Mosadeq were encouraging, he planned to 
consult officials of the AIOC to make arrangements whereby the AIOC would 
market Iranian oil if the Iranian Government, with Cities Service help, could rees- 
tablish production and refining operations 

Acting Secretary Bruce emphatically informed Jones that his activities could not 
be sponsored by the U.S. Government because there was a possibility that negotia 
tions would be resumed by the British and Iranians. Bruce hoped Jones would do 
nothing to impede the progress of these negotiations Jones expressed understanding 
and said he was going only because he thought he could be helpful in effecting an 
Angio-lranian settlement Documentation regarding the Jones trip is in Secretary's 
Memoranda of Conversation, lot 65 D 238, and file 888.2553 











ization law. | see no possibility of any agreement if you include in 
Court’s terms of reference any question of validity of that law, 
which seems to have become as sacred in Iran eyes as Koran. This 
BOGS Ret of couene peevent Feu, Cains anviem pesscemngy Sam 
maintaining validity of | concession and claiming damages for 
its unilateral tion. Dean Acheson sent a mag to Eden along 
this line on Aug. 12.* 
ran goes communist drain, it will be little satisfaction to 

any of us that | positions were defended to last. The 
consequences of of Iran to West and possibility therein of 
gradually losing great bulk of ME with its oil resources to Sovs are 
too obvious to mention. Such disaster to free world wid undoubted- 
ly also place a strain on gen Anglo-Amer relationships not pleasant 
to contemplate. 

It is my earnest hope that we can avoid these misfortunes and 
move forward together in common cause. | think you know how 
much Anglo-Amer unity means to me.” 





Bruce 
"Transmitted in Decument 199 
No. 203 
* 2252 Telegram 
The Acting Secretary of State to the Embassy in Iran* 
TOP SECRET Wasninoton, August 22, 1952—5:01 p. m. 


458. For Chief of Mission only. Fol two msgs dated Aug 20 from 
PriMin Churchill to Pres rptd for ur info only: 


First msg: 

“1. Thank you so much for ur deeply considered reply. Why do 
we not send a joint tel personal and secret to Musaddiq? It is true 
we cld not sign it with our Christian names because he has not got 
one. Nevertheless if we cld agree to say ‘If you Musaddiq wil! do 





‘Repeated to London 
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(A), (B) and (C), we two will do (X), (Y) and (Z),’ and if this cid be 
put down shortly it might be a help to our common interests. If you 
think well of this idea, shall I try my hand at a draft or will you” 

2. We are dealing with a man at the very edge of bankruptcy, 
revolution and death but still | think a man. Our combined ap 
proach might convince him. The alternative is the US taking on 
the burden of being indefinitely blackmailed by Persia to the detri- 
ment of her greatest friend. It will be worse for you even than for 
us if what is called Persia thinks that she can play one off against 
Second msg 

“I thought it might save time if I sent this draft to you which 
expresses our view of the policy we might perhaps put forward to 
gether. 

Fol are my ideas of a possible joint mag: 

If the Persian Govt will agree to 


(I) the submission to the Internat! Court of the question of the 
compensation to be paid in re of the nationalisation of the en- 
terprise of the Anglo-Iranian Oil Co in Persia and the termination 
of the 1933 Concession Agreement having regard to all the claims 
and counter-claims of both parties 

(Il) appoint suitable reps to negot with the Anglo-lranian Oil Co 
arrangements for the flow of oil from Persia to world markets, 
then 


(a) the UK Govt will agree on behalf of the Anglo-lranian Oil 
Co to the submission to arbitration set out in (1) 

(b) the UK Govt will relax certain of the restrictions on ex- 
ports to Persia and on Persia's use of sterling 

(c) the US Govt will make their immed grant of $10 million 
to the Persian Govt 


id) the UK Govt will arrange for the Anglo-lranian Oil Co to 
take their part in the negots set out in (ID) 


When agreement on the submission under (I) and (a) has been 
completed, (II), (b), (c) and (d) will become operative 

Thus far the mag 

The form of words in (1) is not meant to be a precise formula for 
the reference to the Court. | do not think there will be any difficul- 
ty in our accepting the Nationalisation law as a fact. The terms of 
reference must not, however, prevent us from maintaining, as you 
put it, the validity of the 1933 Concession and claiming damages 
for its unilateral abrogation 

I should hope that further aid from the US wid be conditional on 
the progress of (II) and (d) 
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When delivering the mag the UK and US reps shid pt out that 
the negots under (II) and (b) stand no chance of success unless the 
anti-Brit and anti-US campaign in Persia has been stopped.” 

Bruce 





No. 204 
wer * Ti Tewgran 


The Acting Secretary of State to the Embassy in Iran‘ 
TOP SECRET Wasnincton, August 21, 1952—8:10 p. m. 


452. Eyes only officer in charge—no other distribution. Fol mag 
from Pres to PriMin Churchill handed Brit Emb this evening at 
seven 


in r 
I shall be happy to give your ae support, and to 
assist epraene diy we can to convince IranGov that iti in thei 


Our physical separation complicates of joint mag. Fur- 
thermore I am concerned lest enemies of West in their 
ne oe SUED OB SENT 6 cuteente St cur Sue nates ane 
™ logical procedure seems to me to 
to Mosadeq but so drafted as to clearly 
indicate consultation and agreement between us. | wid much prefer 
spn mnie | toighn gpm My suggestions for drafting 
are attached in Annex A 

In agreeing with as I have above, | wish to point out certain 
matters which | believe wil! continue to merit ur personal atten- 
tion 


(1) If we are successful in this a h, the type of repre- 
sentation of AIOC for scheduled talks will be of utmost impor- 
tance. I earnestly ask ur consideration of appointment of a 
highly qualified and preferably well-known rep of ur Govt to 
be in fact AIOC rep mp wid be extromely reluctant to in ap 
proach if | felt that future be conducted on any- 
oo a ab ak show te interests of our 


(2) Mosadeq's request for immediate finan assistance from 
UK Govt seems to have been met only partially. If you can see 
ur way clear in finding additional and im te funds, that 
wid be of great importance. We have in past as an 
approach to this problem that you make immediate arrange 





‘Also sent to London 
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maintain our freedom to judge each situation as it occurs, and 
on what we believe to be merits of case 


I wish again to ex my @ for ur mag which | consider 
ihe enguenth te 


popegsent statesman an extremely difficult prob 


“Annex A. Text of my mag to Mosadeq 


‘Mr. Churchill has consulted me on proposals that he is com- 
municating to you in effort to secure a settlement of oil ques 
tion.*? My has had an earnest and continuing interest in 
efforts to bring about resumption of flow of Iran oil to world 
markets and it is my belief that t offer . 
did opportunity for parties to ve their difficulties. I believe 
that course of Brit action is one which fairly meets ur 

and on behalf of this govt I am glad to urge you to 
give it most sympathetic consideration 





“John H. Ferguson, Deputy Director of the Policy Planning Staff, informed Rich 
ards on Aug 22 that, at Secretary of Defense Lovett's suggestion, the phrase “has 
consulted me on had been changed to “has advised me concerning im the first sen 
tence of the draft message to Mosadeq (PPS files, lot 64 D 563, “Chronclagical 
1962") 











ae, Se, 5 ee Se See See ee ees © 
worded to indicate that | had informed you of 
our willingness to provide such a grant. I hope in drafting ur mag 
you will consider other points | have made above and wish to 
ee ee ee ee eee oe ee ee 
due entirely to my conviction of urgent need for arriving speedily 
at an agreement acceptable to Irans and satisfactory to you 

If points I have made are agreeable to you, it might be possible 
to put forward proposals in terms of such a formula as fol: 


1. Submission to ICJ of question of compensation to be paid 
in respect of nationalization of enterprise of AIOC in Iran, 


having regard to legal ition of parties existing at time of na- 
tionalization and to all claims and counterclaims of both par- 
ties 


2. Appointment of suitable reps of both parties to negotiate 
arrangements for resuming flow of oil from Iran to world mar- 
kets. As first step, HMG are prepared to seek appropriate ar- 
rangements for lifting of all oil products presently held in stor- 
age in Iran and for advances in respect of such oil products 

3. Upon agreement to submit claims of both parties to ICJ (a) 
HMG will relax restrictions on eaports lo lean and on Iran's 
use of sterling, and (b) it is our undoutendinn that USGov will 
make an immediate grant of $10 million to lranGov.”* 


For Henderson: Dept appreciates and is concerned by ur com- 
ments re inadequacy ten million dollar grant. Will wire you sepa- 
rately this problem tomorrow.‘ 

Bruce 





"On Aug 22 Ambassador Henderson informed the Department that he agreed 
fully with all of the President's suggestions contained in hie message to the Prime 
Minister ‘Telegram +4, 8&* 2553/8 2252) 

*Ambassador Henderson initially expressed his concern in telegram 744 Aug 2! 
(RRR 2553/8-2152) The Department replied im Document 206 
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No. 205 


“m2 * 2252 Telegram 


The Acting Secretary of State to the Embassy in Iran‘ 


TOP SECRET WASHINGTON, August 22, 1952—7:27 p. m. 


463. For Chief of Mission only. Fol msg from Churchill to Amb 
Franks furnished Dept during discussions Aug 21* which gave rise 
to msg reported Deptel 452 to Tehran, 1249 to London, Aug 21, rptd 
FYI only: 

“Fol amplifies my msg to Pres and may be used in discussion 
with State Dept. 

Arbitration 

I hope give final view about terms of reference very shortly. Subj 
to this, it wid be normal to propose a ‘special agreement’ (‘compro- 
mis) which, when it had entered into effect, wid be submitted to 
Internat! Court by either of parties or both. Draft of such a doc is 
contained in Annex A. Its precise terms can of course be discussed 
It seems very desirable that 1¢ shid be subj to ratification by Persia 

Financial Aid 

HMG cannot make any grant or credit to Persia. In consider. 
ation of agreement on arbitration, however, and as earnest of their 
goodwill they wid relax certa'n of present restrictions on export 19 
Persia and on Persia's use of sterling. A list of such concessions is 
given in Annex B. So far as co are concerned, they have admitted 
publicly that sum of 1.3 million pounds remains to be paid on ac- 
count of sums due to Persian Govt in respect of 1951 under 1933 
concession agreement. But as co have also made clear publicly, this 
amount is trivial compared with losses which co have suffered as 
result of nationalization and HMG cid r:« onvise co to release it 
unconditionally. Still less cid they advise any immediate payment 
on account of sums which Persia wid have recd if she had not re- 
jected supplemental oi! agreement 

As regards US aid, | trust that we are right in thinking that 
USGov still only contemplate smal! initial grant to be made when 
agreement to arbitrate is reached, and that question of any further 
aid wid only be considered in context of progress towards satis ar- 
rangements for flow of oil 

Negots 

We shid prefer that these shid take place outside Persia or at 
least be preceded by prelirn discussions outside Persia. We realise 


‘Also sent to London 
"Reference w to a meeting with President Truman at the White House The min 
utes of thee meeting are un file SR 255.0/8-2152 
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that this may not be possible. It is however essential that any 
negots shid be conducted on Persian side by reps of greater experi- 
ence and auth than oil sales commission, since they are bound, 
even on most favorable estimate, to be extremely difficult. 


Annex ‘A’ 
Fol is prelim draft of ‘Special Agreement’ (compromis): 


Begins. Govt of UK of Great Britain and Northern Ireland and 
Imperial IranGov have agreed to submit to ICJ question of compen- 
sation to be paid in respect of nationalisation of enterprise of AIOC 
in Persia and termination of 1933 Concession Agreement having 

ard to all claims and counterclaims of both parties [and to ju- 
ridical position existing on 19th March 1951}.4 

This Agreement shall be ratified. Instruments of ratification 
shall be exchanged as soon as possible in Tehran. After exchange 
of ratifications this Agreement may be notified to ICJ by either of 
parties. In faith whereof undersigned, being duly authorised by 
their respective Govts, have signed present Agreement. Done in du- 

licate at Tehran this ... day of .. * in English and Persian, 
h texts being equally authentic. Ends. 


2. Words in square brackets might be included if reference to 
1933 Concession Agreement has, on polit grounds, to be omitted 


Annex ‘B’ 
Fol are relaxations in question 


(a) Supply of refined sugar for 80% payment in dollars; 

(b) Supply of goods and provisions of services to NIOC ‘except Pe- 
troleum and Petroleum Products, equipment for direct use in pro- 
duction, refining and export of oil and services connected with In- 
ternat!] trade in oil such as hire of tankers and insurance of oil 
plant, tankers and cargoes); 

ic) Supply of locomotives; 

(d) Supply of some of railway track equipment requis'tioned last 
year; 

(e) Limited supplies of other scarce non dollar-worthy gooas; 

(f) Persia wid be allowed to use her sterling for purchases from 
other countries, provided that 


(i) the goods were of type which we were willing to supply to 
her from UK 

(ii) the transactions did not cost sterling area gold or dollars. 
This means that Persia wid not be allowed to convert her ster- 
ling into dollars, and UK Sterling Control Order wid continue 
to keep her sterling transactions with EPU countries in rough 
balance, and 

(iii) the country supplying goods was one to which sterling 
transfers from third countries generally are permitted. This 


‘Brackets in the source text 
*Ellipses in the source text 
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wid exclude primarily transfers to Italy, Japan and Portuguese 
Monetary area.” 


BRUCE 
No. 206 
war 2555 *- 2152 Telegram 
The Acting Secretary of State to the Embassy in Iran' 
TOP SECRET WASHINGTON, August 22, 1952—6:15 p. m. 


PRIORITY 


460. Eyes oniy Chiet of Mission. FYI only. As stated in Deptel 
452? Dept is very much aware and concerned ur views re inadequa- 
cy $10 million grant to IranGov. In mtg at highest level yesterday* 
decision was made that at least for present not more than $10 mil- 
lion cld be taken from US grant funds and that time involved at- 
tempting to secure additional funds wid involve delay. As stated 
urtel 799 Aug 21* “urgency is at present almost overriding factor.” 

Exam of amt of funds which wld be immed available to IranGov 
at start negots settle oil dispute [(1) any Brit advance, (2) internal 
finan resources, (3) US grant $10 million}® leads us to believe that 
they wid be sufficient to cover Mosadeq's most urgent expenses for 
several months. Dept realizes that finan assistance can be consid- 
ered important factor in influencing satis outcome oil negots but 
there are disadvantages in placing large grant funds (even were 
they immed available) at Mosadeq’s disposal before he had opportu- 
nity show good faith and realistic approach in settling oil dispute. 
Furthermore Dept believes it unlikely that Irans wld accept $20 or 
$30 million with much more gratitude than $10 million (urtel 809 
Aug 22).° 

Urtel 804 Aug 22’ is close to present Dept line thinking. If oil 
negots are proceeding in satis manner it is possible that additional 





‘Repeated to London. Drafted by Stutesman and approved by Richards 

*Document 204 

*See footnote 2, supra 

‘In telegram 799 Henderson expressed hope that the approaches to Mosadegq 
would be made quickly before a leak occurred which could jeopardize the initiative 
(RRR 25538/8-2152) 

‘Brackets in the source text 

*In telegram 809 Henderson sent the Department some unfavorable remarks re- 
garding American aid to Iran which were currently appearing in the Ira:san press 
(RRR OO TA/R-2252) 

"In telegram *04 Henderson suggested that the Department authorize him, when 
he delivered the proposed draft message to Mosadeq contained in telegram 452, to 
vell Mosadeq informally and persona'ly that he was certain that if, while the negoti- 

Continued 
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sources of finan aid might become available. In these circum- 
stances Irans wid presumably have good case in applying for with- 
drawal $8.75 million from IMF and possibly more. There is also 
possibility that Eximbank might prove to be source aid such as re- 
activated loan for internal development Iran which consistent with 
Mosadeq’s schemes for internal reforms. These possibilities have 
not yet been discussed with reps IMF or Eximbank in view delicacy 
and high level secrecy current US-UK discussions. Dept is prepared 
urgently raise these questions with parties concerned shld oil 
negots in opinion dept reach stage where such action appears war- 
ranted. 

In addition, while firm commitment can obviously not be made 
at this time, if oil flow can be insured through adequate manage- 
ment and distribution guaranteed, there is reason to believe that 
substantial borrowings might be feasible from private sources. 

BRUCE 





ations were proceeding in a satisfactory manner, it was apparent that Iran had to 
have additional financial assistance, the United States would give sympathetic con- 


ae 


sideration to furnishing such aid. (S88 2555/5-2252 


No. 207 
*- 2452 Telegram 


The Acting Secretary of State to the Embassy in the United 
Kingdom' 


TOP SECRET WASHINGTON, August 24, 1952—3:34 p. m. 
310. For Chief of Mission only. Fol msgs rptd for ur info only. 
1. From Prime Minister Churchill to President dated Aug 22, re- 
ceived Aug 23: 


“All that I have ventured to suggest to you about Musaddigq was 
on the basis of a joint approach. I thought that it might do good if 
we had a gallop together such as I often had with F.D.R. There is 
little doubt that a brief cogent, joint telegram would be far more 
effective than a continuance of the futile parlaying which has got 
us no further in all these months. 

“2. Our ‘physical separation’ did not prevent such methods in the 
war. However, there was often a fear of our being accused of ‘gang- 
ing up’ and this hampered necessary action, jor instance about the 
Warsaw massacre in Aug 1944. I do not myself see why two good 
men asking only what is right and just shculd not gang up against 
a third who is doing wrong. In fact | thought and think that this is 
the way things ought to be done. 





‘Also sent to Tehran 
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“3. 1 see that your Govt on July 31st actually proposed a joint 
approach with us to M ig. This was a fine i which might 
prevent him or anything else that turns up in Persia from thinking 
they can play one of us off against the other. 

“4. From the United States point of view I should have thought 
it would be a most unprofitable course to pay Persia indefinite 
sums of money in order that she should not become communist. It 
does not follow that even far larger sums than the 10 million dol- 
lars tm have mentioned would avert these rs. Also the fact 
that blackmail pays and that those who behave worse make the 
largest profits will not have a effect over all the vast area of 

our own oil interests in the Persian Gulf and Irag. | therefore 

oped that a strong note could be sounded now by both of us to 
gether. It was on this basis that I proposed and could defend fur- 
ther concessions on our part. It is not that I fear criticism here, 
though that would be troublesome, but it is because I believe that 
your name and mine at the foot of a joint telegram would be an 
effective assertion of right over wrong. 

“Please see what you can do. 

“5. All my personal regards and many thanks for your consider- 
ation and courtesy.” 


2. Message from Minister of State to Brit Amb dated Aug 23, re- 
ceived Dept Aug 23: 


“It may be useful to you to have my views on the six points 
which the President raised in his last msg. 

(1) We agree that the representation of the A'9DC will be of 
great importance. We do not, however, think it would be wise to 
send a Govt rep. This might look like political pressure from us, or 
again it might encourage the Persians to give the negotiations a 
political aspect. We are, however, considering most carefully the 

ibility of the Company appointing a negotiator from outside 
th the Govt and the Company. 

‘(2) HMG would find it quite im possible to provide funds from 
the Exchequer. We have had to refuse many other countries who 
have asked us for aid, and we could not make an exception for 
Persia. We do, however, contemplate that as and when it proves 
practicable to lift the oil in the tanks, the Company would make 
some appropriate payment. But before movement of the oil could 
actually start, the quantity, quality and price would have to be as- 
sured, and the physical conditions at Abadan relating to the load- 
ing would have to be verified. The Company would be ready to dis- 
cuss these matters with the Persians immediately agreement had 
been reached to go to arbitration, and would, for their part try to 
settle them as quickly as ible. On a rough estimate, certain 
products mieht be lifted ft og one month from the beginning of 
these discussions and Persia might receive, say 5 million pounds by 
the end of this year. 

‘(3) The expression Pky gem for the flow of oil’ refers to 
distribution and not to the AIOC producing oil or operating the re- 
finery, but of course, as chief customer, the Al would remain 
deeply interested in both these questions. 
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“(4) We like the draft for the terms of reference, sub- 
ject to one small alteration. I think they should read: ‘The question 
= Se semanas © 22 Sat ee & Se see 

the enterprise of the AIOC in Iran, having regard to the legal posi- 
tion of the parties existing “immediately prior to” nationalisation 
— to all claims and counter claims of both parties.’ 

“I have little doubt that all of us here would agree to this. 

“(5) We agree entirely. 

“(6) We entirely understand the U.S. Government's view and 
agree that participation in a joint message shall not limit the free- 
dom of action of either Government in the future.” 


3. Msg from President to Churchill delivered Brit Amb Aug 24: 


“Like you I want very much to see our two Governments reach 
full agreement on the Iranian problem and see us put, at the earli- 
est practicable date, an offer before Mosadeq in an effort to settle 
the present dispute. 

“In view of your strong feelings on the matter, and the fact that 
we are in agreement that this approach limits neither you nor me 
nor our governments to particular courses of action in the future, I 
oe to join with you in a common message to the Prime Minister 


“I have restudied our messages to each other and your Govern- 
ment’s latest views on my six points, which Sir Oliver Franks has 
given us. While | am disappointed that action by your Government 
cannot be more immediate on the question of financial assisiance 
to the Iranian Government, | am prepared to proceed in the hope 
that the course of action upon which we are in concert may suc- 
ceed. Since days are slipping away which we can ill afford to lose, | 
suggest a draft which I would be willing to sign. 

“I propose a very short cover message jointly from you and me 
which would have attached to it the substantive points of the pro- 
posal. For the covering message | suggest the following: 


“*We have reviewed the messages from our two embassies in 
Iran regarding recent talks with you, as well as your communi- 
cation of Aug 8 [7] 1952 to HMG.? It seems clear to us that to 
bring about a satisfactory solution to the oil problem will re- 
quire prompt action by all three of our Governments. We are 
attaching proposals for action which our two Governments are 
prepared to take and which we sincerely hope will meet with 
your approval and result in a satisfactory solution. We are mo- 
tivated by sincere and t:aditional feeling of friendship for the 
Iranian nation and people and it is our earnest desire to make 
possible an early and equitable solution of the present dispute.’ 


“In view of the comments of your Government, it seems to me 
that the following could well be used for the text of the attached 
annex. 





*See footnote 2, Document 197 








: = a . 
— — counter-claims of a pee - 
“ (2) Suitable representatives shall i te represent 


proposals i 
the f ing two it is understood that (a) repre- 
sentatives of the AIOC will seek arrangements for the move- 
ment of oil already stored in Iran, and as agreements are 
reached upon price, and as physical conditions of loading 
permit, appropriate payment will be made for such quantities 
of oil as can moved; (b) HMG will relax restrictions on ex- 
oe to Iran and on Iran’s use of sterling; and (c) the United 

tes Government will make an immediate grant of 
$10,000,000 to the Iranian Government to assist in their budg- 


etary problem.’ 


“I believe you and I are substantially in accord on the offer that 
should be transmitted to Mosadeq and I am extremely eager to 
have it made without further delay. If you have other ideas as to 
drafting, I suggest you notify me immediately as to exact wording 
of the changes you would desire so that we may promptly produce 
an text. 

“With warm regards.” 


BRUCE 


No. 208 
4 *& 2552 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET NIACT TEHRAN, August 25, 1952—2 p. m. 


843. Eyes only Secy and Byroade. No other distribution. 

1. 1 saw Mosadeg today noon at his request. His health was much 
improved although he still looked unusually frail. 

2. He told me he had sent for me because situation continued de- 
teriorating so rapidly that unless foreign financial assistance 
should become immediately available, he must take radical meas- 
ures. Among these measures would be dropping from payroll tens 
of thousands civilian employees; sharp reduction of armed forces, 
et cetera. These measures would, of course, create intense dissatis- 





‘Repeated to London eyes only for the Chief of Mission 
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faction. New malcontents added to opposition already existing 
would make position of Iran Government difficult. In such situa- 
tion his government could afford to take no risks. He had heard 
that in certain influential British circles, it was being said that 
there was plenty of time to deal with Iran problems; that Iran 
could go on for months without financial aid of any kind; and that 
anyone who insisted that Iran-British differences must be settled 
quickly was simply not acquainted with Iran and its problems. He 
was convinced that Britishers who advocated leisurely approach 
really hoped, and were working, for some kind of coup d @tat, in- 
cluding tribal uprisings and Tudeh outbreaks which might throw 
country into confusion, which might bring downfall present govern- 
ment and which might even result in eventual partition of Iran. He 
therefore intended if he did not receive by August 27 reply from 
UK which would change atmosphere and promise bring economic 
relief to country, to dispatch note to British Government severing 
diplomatic relations. He would follow up this action by going per- 
sonally to US in autumn for purpose bringing to attention of Secu- 
rity Council or General Assembly or to both. 

3. I told Mosadeq now was no time for him or his govt to engage 
in talk re severance of diplomatic relations with UK. Act this kind 
wid harm Iran more than it wid any other country. I cld not be 
lieve that he had considered all consequences which might flow 
from such action. We were at present in small boat drifting in very 
rough seas. Any person or govt who rocked that boat might be re- 
sponsible for catastrophe of wide dimensions. | myself thought I «.’ 
see rift in clouds which might promise better weather ahead if 
there was ever time when patience was required that time was 
now. If he had any confidence whatsoever in my desire to be of as- 
sistance to Iran he wid take my advice and refrain from precipitous 
action just now. PriMin asked if he was to understand from what I 
had said that there might be reply from Brit in few days which wid 
result in relief of situation of Iran. I said I really hoped that there 
wid be reply which cld bring about complete change in present at- 
mosphere. He said, “Will Brit give us money? Money is what we 
need”. I said I cld not undertake speak for Brit. I did not know 
what wid be their reply but I hoped that it wid result in changing 
Iran situation and that following it Iran wid be in position receive 
sufficient finan assistance to enable it to meet its present immedi- 
ate financial crisis. Prime Minister should understand I was 
making no promises and | was not in position to make any prom- 
ises. | was merely stating my hope, for which | thought there was 
some foundation, that if he would only exercise patience brighter 
days might be ahead. 
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4. Prime Minister said in view of what I had told him he wid pro- 
ceed with drafting of note but would not deliver it until Aug 30. 
Iran situation could not remain as it was beyond that date. He 
would show me note before sending it if I desired. I said I had no 
particular wish see note but would like his word that he would not 
send any message this kind until after he had spoken with me 
again. This he agreed to do. 

5. I asked Prime Minister if he would have objection if I should 
inform US Government of our conversation. He replied in negative. 
He said he would like for US Government to know what he was 
planning. I said that it might be extremely unfortunate if British 
Government should obtain idea that by his statements to me he 
was indirectly sending it ultimatum. British Govt did not relish ul- 
timata and if it should believe that he was trying to threaten it, 
effect on British attitude re Iran which at present in my opinion 
was conciliatory might undergo change. Prime Minister said he did 
not intend to issue ultimatum either directly or indirectly to Brit- 
ish Govt. He was telling me about his plans and his intentions 
merely because he had understood from press that US and Brit 
Govt had been having conversations re Iran and he did not wish to 
take such decisive measures as severance of relations without, as 
matter courtesy, informing US Government in advance. 

6. From my experience with Mosadeq | am inclined to believe he 
really means to do what he told me he would do. Developments be- 
tween now and August 30 might cause him not to carry out his in- 
tentions even if no British reply is recd by Aug 30. Regardless of 
what Mosadeq may have said to me | earnestly urge that reply be 
delivered to Govt of Iran if possible within next two or three days. 
Anti-west pressures are at present increasing steadily.” 

7. Above telegram being discussed this afternoon with Middleton. 
I hope, however, UK Government will at no time indicate that it 
has knowledge of this conversation. 

HENDERSON 





*On Aug. 25 Ambassador Henderson reported that in light of his conversation 
earlier that day with Mosadeqg, Mosadeq would be disappointed when he learned 
that he would get no more than $10 million. Therefore, Henderson urged again that 
he be given authority to tell Mosadeg that if an agreement was entered into and 
negotiations were proceeding satisfactorily, the United States would do all! it could 
to provide economic assistance if the Iranian financial situation became critical 
(Telegram 450, 88K.2553/8-2552) 
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No. 209 


WHE T5R8 ® 22 Tebegrem 
The Acting Secretary of State to the Embassy in Iran‘ 


TOP SECRET WasuincTon, August 25, 1952—8:18 p. m. 


479. For Chief of Mission only. Fol msgs rptd FYI only: From 
PriMin to Pres Aug 25: 


“1. | am delighted we are in such close agreement. I will gladly 

sign Truman-Churchill cover msg. 

2. Barring one drafting point in annexe, which we are mention- 

ing to State Dept, we hope it and msg can be delivered to Musad- 
tomorrow at laie:. It wid surely be best for our two reps in 

Tehran to take it pevzonally together. 

3. There are two points which do not alter the text of msg but 

which shid be agreed between US and Brit Govts and kept for 

record, namely: 


(a) It is vital to us that, as mentioned in ur No. | of annexe, 
ICJ should be tribunal on compensation. 

(b) It wid be against interests both US and Great Britain if 
Persians got better terms for their oil than other oil-producing 
countries who have kept their agreements.’ 


Personal msg from Pres to PriMin: 


“Am gratified that we are agreed on contents of joint msg to Dr. 
Mosadeg. I accept change you suggest in para 2 of ur msg of 25th. 

Am telegraphing Amb Henderson tonight® to be prepared go 
ahead in concert with Middleton just as soon as Middleton receives 
ur instrs. 

| agree to point you make in para Sia). 

With respect to para Xb), | of course agree that it is in interests 
of both of us that basis negotiated for future flow of Persian oil not 
be such as to dislocate arrangements elsewhere in ME. There are 
of course so many complex considerations of volume, quality, loca- 
tion, relation to compensation, and like, that variable factors make 
it difficult to ive comparability of any two arrangements. Natu- 
rally, we shid want to look at concrete proposals before we cid 
judge their effect and reasonableness. 

I want to thank you for ur understanding in handling this diffi- 


cult problem. 


‘Repeated to London 

*British Ambassador Sir Oliver Franks also received instructions on Aug. 25 to 
request a change of phraseology in paragraph 2 of the draft annex which President 
Truman wished to attach to the joint message which he proposed that he and Prime 
Minister Churchill send to Mosadeqg. (See Document 207) The British wished to 
change «ve phrase “for the distribution of Persian (tranien| oil to world markets’ to 
read “flow of oi] from Persia to world markets”. (888.2553/8-2552) 

"See telegram 451, infra 
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I have high hopes that solution can be reached.” 





No. 210 
wee 28 ® 2542 Telegram 


The Acting Secretary of State to the Embassy in Iran’ 


TOP SECRET NIACT WASHINGTON, August 25, 1952—10.54 p. m. 


481. For Chief of Mission only. 

1. Pres has agreed with PriMin Churchill on joint approach to 
Mosadegq along lines Deptel to Tehran 475 (to London 1310).? 

2. Accordingly you are instructed to concert with Middleton to 
deliver together fol texts jointly from Pres and PriMin Churchill as 
soon as practicable after Middleton receives instrs to proceed. 
Cover mag: 

“We have reviewed the msgs from our two Embs in Iran regard- 
ing recent talks with you, as well as ur communication of Aug 8 
[7], 1952 to the Brit Govt.* It seems clear to us that to bring about 
a satisfactory solution to the oil problem will require prompt action 
by all three of our Govts. We are attaching proposals for action 
which our two Govts are prepared to take and which we sincerely 
hope will meet with ur approval and result in a satisfactory solu- 
tion. We are motivated by sincere and traditional feeling of friend- 
ship for the Iranian nation and people and it is our earnest desire 
to make possible an early and equitable solution of the present dis- 
pute.” Proposals to be attached to foregoing mag: 

“(D There shall be submitted to the ICJ the question of compen- 
sation to be paid in respect of the nationalization of the en 
of the AIOC in Iran, having regard to the legal position of the par 
ties existing immediately prior to nationalization a and to all laine 
and counterclaims of both parties. 

(II) Suitable reps shall be appointed to represent the lranGov and 


the AIOC in for making arrangements for the flow of oil 
from Iran to world markets. 


(IID If the IranGov ls in the foregoing two 
sosen, & is endesstecd thet ia) rope a the AIOC will seek arrange- 


ments for the movernent of oil already stored in Iran, and as 
ments are reached upon price, one oo - se apronsent beng 
permit, appropriate pa t wi or such quantities 
as can be moved; (b) G will relax restrictions on exports to Iran 





‘Repeated to London. Drafted and signed by Richards; cleared with Acting Secre- 
tary of State Bruce, Matthews, and John H. Ferguson 

*Decument 207 

"See footnote 2, Document 197 





and on Iran's use of and (c) the USGov will make an im- 
10 million to the IranGov to assist in their budg- 
upon 


made pt that by “relax” “abolish” was not meant; and that the re 


5. BritEmb has agreed question of publicity shid for present be 
handled in accordance numbered para 5 Pres’ msg to Churchill 
quoted in Deptel 452, Aug 21. 

6. US and Brit Govts are confident Mosadeq will agree that it 
would be difficult to conduct successful negvtiations in an atmos- 
phere charged with anti-Brit and anti-US propaganda. They there- 
fore hope that Mosadeq wil! exert best efforts to suppress anti-for- 
eign statements and demonstrations. 

7. Brit Govt is instructing Middleton on oral comments he is to 
make re (a) special arbitration agreement, (b) Brit financial aid, ‘c) 
advantages of conducting negotiations outside Iran, and (d) qualifi- 
cations of Iran reps.* 

Bruce 


*See footnote 7, Document 206 

*On Aug. 27 Ambassador Henderson 1 »ported that he and Middleton had an ap 
pointment to see Mosadeq that morning The Ambassador also enclosed the 
ing miner drafting changes in the documents to be handed Mezadea in order thet 
the American and British versions were identiwal 

(A) ‘Communication of August 7 for ‘communication of Aug © in paragraph |, 
(B) ‘sincere and traditional feelings of frendship for ‘*incere and traditional feeling 
of friendship in paragraph |, (C) ‘if the Iran Govt agree’ for ‘if the Iran Govt agrees’ 
in section three of annex, (D) immediate grant of 10,000,000 dollars’ for ‘wmmediate 
grant of dollars 10,000,000 in subsection C of section three of annex.” (Telegram 
872, BRR _2553/8-2752) 
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No. 211 


oe Lad ® Da Detegrem 


The Ambassador in Iran (Henderson) to the Department of State 


TOP SECRET NIACT Temnan, August 27, 1952—7 p. m. 

892. Eyes only Bruce and Byroade. No other distribution whatso 
ever. Following tel drafted jointly by Henderson and Middleton: 

1. PriMin vecd us this morning at 10. Our conversation lasted 
until 1:30. We found him in better health than he had been in for 
some time. In fact, he seemed to withstand strain of conversation 
somewhat better than we. 

2. We deeply regret to report that his reception of joint mag was 
not only negative but to extent hostile He made it clear during 
course our conversation that if he shid receive this mag he wid be 
compelled to make it public at once and its publication wid greatly 
prejudice relations between Iran and US and UK. We, therefore, 
suggested that we wid postpone handing mag to him pending report 
to our govts of his views and receipt of fresh instructions. Mosadeq 
stated that number persons were already aware of fact that we 
were calling for probable purpose of delivering mags from our re- 
spective govts. He said that therefore he wid be compelled to make 
public statement that he had disapproved of contents these mags 
and that we had thereupon withdrawn them. We told Mosadeq that 
in that case we wid prefer to leave mag with him. After consider- 
able discussion it was finally agreed that we wid postpone deliver- 
ing mag; that he wid inform his advisers who already knew that we 
were coming and press that we “discussed matters of common in- 
terest to three govts’; and that we, in response to press queries, 
wid make similar replies. Middleton, however, said that he wid add 
to this statement one to effect, that during course of conversation 
he had “touched upon” Iranian note of Aug. 7.” 

3. In opening our substantive conversation Henderson told 
PriMin that Middleton and he had come in response to inst which 
we had recd from our respective govts to deliver joint mag from 
Pres of US and PriMin of UK. Henderson said that he wid make 
no comment regarding substance this mag until after PriMin had 
had opportunity to read it. He hoped that in reading mag PriMin 
wid realize it had been prepared after much thought and discussion 
highest officials of Brit and Amer Govts and had been dispatched 
in spirit of sincere friendliness to Iran. It was his belief that 





‘Transmitted in three sections, repeated te Londen eyes only for the Chief of Mie 
son 
*See footnote 2, Document 197 
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No. 212 


WE DHA DZ 


President Truman to Prime Minister Churchill 





'See footnote 6, supra. 
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changes’ well-advised, although | would suggest that on the first 
point the following wording would be preferable: 
There shall be submitted to the International Court of Justice 


the question of compensation to be in of the national- 
Seetitn af the ententelos of the ‘Andie iranian Com in Tran. 


eo Sy © Se eatengeete Se Os pet ® | p inte 
yd A I take into consideration c end eumater- 


claims of both parties. If it should appear that the two parties in 
preparing ee reapontive oom Cu yoy —_ —. 
views regard legal po n Iran prior 
nationalization, the Court shall be at liberty to decide for itself 
what that situation was. 


I understand that you would prefer not to adopt the suggested 
changes." If you insist, | shall stick to our original text and agree 
that our representatives in Tehran be instructed to present our 
proposal formally to Dr. Mosadeq. 

Our proposal is a fair one and its publication will serve to clarify 


Office on the time of delivery and the release of the text and will 





*In telegram 901 from Tehran, Aug. 2%, Henderson and Middleton jointly advised 
their governments to agree to their recommendations to make the following textual 
changes in the joint message if they were to hand it to Mosadeq: 

. 1 of proposals be changed to read: ‘There shall be submitted to the 
International Court of Justice the question of compensation to be paid in respect of 
the nationalization of the enterprise of the Anglo-lranian Oil Co in Iran. The Court 
in deciding the question of compensation shall take into consideration claims and 
counterclaims of both parties. If it should appear that the two parties in preparing 
their respective claims and counter-claims have different views with regard to legal 
situation prevailing in Iran prior to nationalization, the Court shall be at liberty to 
decide for itself what that situation was. The validity of the nationalization law 
shall not however, be brought into question by either party’. 

“Paragraph XC) be altered to read as follows: 

“ ‘If the Iranian Govt should find itself in urgent need of funds during the period 
between the acceptance of the proposals and the resumption of revenues derived 
from the sale of oil, the US Govt will be prepared to extend to the Iranian Govt, if 
the latter should so desire, financial assistance of a temporary character’”’. 
(888.2553/8-2852) 

*According to a memorandum drafted by Acting Secretary of State Bruce of his 
conversation with President Truman on the morning of Aug. 28, the President's 
first inclination was to agree with the Prime Minister and publish the original note. 
However, he instructed Bruce to consult with the interested parties within the De- 
partment of State and to notify him later that day as to the Department recommen- 
dation on this matter. (788.00/8-2852) 
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suggest a line which we intend to take in explaining the message 
to the press.* 
With warm regards. 
Harry 





*Prime Minister Churchill's reply to the President on Aug. 29, said that he and 
his government strongly believed that there should be no textual changes in the 
joint message (S88 2555/8- 2052) For the reasons which the British expressed regard: 
ing thie matter, see footnote 2, infra 


No, 213 


MMR 504 ® JRO Telegram 


The Acting Secretary of State to the Embassy in Iran‘ 


TOP SECRET WASHINGTON, August 28, 1952—7:37 p. m. 
PRIORITY  NIACT 

511. Pres and PriMin have decided that it is imperative that US 
and UK show world that good and fair proposal has been made to 
Mosadegq to provide basis for opening constructive negots settle oil 
dispute. You are therefore instructed to concert with ur Brit col- 
league and formally deliver to Mosadeq joint msg from Pres and 
PriMin. Dept favors adoption ur suggested drafting changes with 
additional change of placing last sentence of first para of proposal 
after first sentence that para. Text will then read: 


“There shall be submitted to the ICJ the question of compensa- 
tion to be paid in respect of the nationalization of the enterprise of 
the AIOC in Iran. The validity of the nationalization law shall not 
be brought into question by either party. The Court in deciding the 
question of compensation shall take into consideration claims and 
counter-claims of both parties. If it shld appear that the two parties 
in preparing their respective claims and counter-claims have differ- 
ent views with regard to the legal situation prevailing in Iran prior 
to nationalization, the Court shall be at liberty to decide for itself 
what that situation was.” 


We do not know whether BritGov will agree and you shld be 
guided this respect by whatever instrs Middleton receives.2 Immed 





‘Repeated to London. Drafted by Stutesman and approved by Jernegan. 

2?Ambassador Gifford reported on Aug. 29 that he had seen Eden that day, and 
that the Foreign Secretary had concluded that the suggested changes outlined in 
telegram 1434 to London and those previously proposed from Tehran were undesir- 
able. Eden thought that any changes might strengthen Mosadeq’s belief that the 
original message was a trap, and that the United States and United Kingdom 
should not encourage Mosadegq to believe that he could summarily reject fair propos- 


als put to him by the President and Prime Minister only to have them replaced by 
Continued 
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upon delivery msg to Mosadeg, text proposals and cover msg is to 
be made public in Wash, London and Tehran and you are instruct- 
ed to so inform Mosadeq. In this connection advise Dept immed 
when appt made to see Mosadeq. You shid bear in mind fact that 
best timing for US publicity purposes wid be for you to see Mosa- 
deq at 4 p. m. or later Sat Tehran time." 

In accordance with ur request Embtel 901 Aug 28* timing and 
method delivery msg are left to ur discretion. However Dept notes 
that ur desire make separate calls on Mosadeq was based on dan- 
gers “undesirable speculation”. Since full text proposals will be 
made public it may be more advisable for you and Middleton to go 
again together to reaffirm joint US-UK support this proposal. 

Press conference will be held in Dept and all US informational 
media will carry text proposal and gen comment along fol lines:5 


1. Proposal is fair and open proposition with no strings attached. 
Its gen broad character shows that it is intended primarily as 
wedge to break log jam of oil dispute. 

2. Proposal has advantages of simplicity and generality of termi- 
pane” and constitutes direct approach from US and Brit to Govt of 

ran. 

8. It shld enable Iran nation to fulfill its natl aspirations, and 
does, we believe, meet objections raised re previous proposals. 

4. Proposal is wide enough to provide ample basis for opening 
constructive negots. 

5. Proposal is result long and careful consideration of problem 
and frequent exchange of ideas between ourselves, Brit and Irans. 


Dept does not intend to tell press msg was shown Mosadeq Aug 
27 but if pressed we may have to confirm that proposals were dis- 
cussed with him that day. 

For Holmes: Pls pass substance foregoing to FonOff. 

BRUCE 





something more favorable. Eden also told Gifford that Middleton was being instruct- 
ed to concert with Henderson regarding the delivery of the message. (Telegram 
1180; 888.2553/8-2952) 

3On Aug. 29 Ambassador Henderson reported that Middleton had received in- 
structions to deliver the noite unchanged, and that he and Middleton were trying to 
arrange an appointment to see Mosadeg either at 4 p. m. or after 7 p. m. local time 
on Aug. 30. (Telegram 918; 888.2553/8-2952) 

4See footnote 2, supra. 

5Secretary Acheson read a statement along these lines at his press conference on 
Sept. 3. For text of this statement, see Department of State Bulletin, Sept. 15, 1952, 
p. 405. 
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No. 214 
888.2553/8-8052: Telegram 


The Ambassador in Iran (Henderson) to the Department of State! 


TOP SECRET NIACT TEHRAN, August 30, 1952—5 p. m. 


931. Eyes only Bruce and Byroade, Dept. No other distribution 
whatsoever. Joint tel drafted by Henderson and Middleton. 

1. We called on Mosadegq this afternoon at 3:30 in order to deliver 
to him joint msg from Pres US and PriMin UK. Henderson opened 
substantive part of conv by referring to our conv of Aug 27 during 
which after discussing proposed joint msg we decided to postpone 
its delivery until further instrs had been recd from the UK and US 
Govts. These instrs had now been recd and in pursuance of them 
we were delivering joint msg. In doing so we wished again to em- 
phasize that msg was being sent in spirit of friendliness and in sin- 
cere hope that it wld lay basis for solution of oil problem. 

2. Middleton said that he wished to associate himself with re- 
marks made by Amer Amb. The msg was conceived in amity and 
sympathy. He hoped Dr. Mosadeq wld give it the same careful 
study as its authors gave to its preparation. HMG earnestly asked 
that the talks arising from the msg shld take place in an atmos- 
phere free from recrimination and in spirit of impartiality. Finally 
Middleton said HMG who were devoting so much to the defense of 
the free world hoped that the Iran Govt wld see fit to take meas- 
ures against Communist and subversive elements who only seek to 
harm relations between the two countries. 

3. Henderson said that since the PriMin had made it clear that it 
wld be necessary for msg to be published immediately after deliv- 
ery, US Govt wid issue text of msg to press today. Spokesman for 
US Govt wid simultaneously make statements to the press indicat- 
ing the friendly spirit in which it had been sent. Middleton said 
HMG wild also publish today. 

4. Mosadeq remarked that if the msg was the same as that dis- 
cussed on Aug 27 he must in all frankness say that it wld have an 
evil effect. Turning to Henderson he said Irans were not donkeys 
and cld no longer be deceived by professions of friendliness. 

5. Addressing himself to both of us Mosadeq said that he wid be 
answering note shortly. But he cld not disguise that public reaction 
wld be unfavorable and that his govt wid never enter into the kind 
of agrmt suggested. He cld only suppose that we wished to get rid 
of him and bring in another govt. We both demurred and again 





1Repeated to London eyes only for the Chief of Mission. 
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urged him to recognize the genuinely helpful spirit in which the 
msg had been prepared. He did not respond. He was clearly disap- 
pointed, resentful and worried. 

6. Middleton in course of his remarks made it clear that HMG 
considered that the msg constituted a reply to the Iran note of Aug 
7.2 

HENDERSON 





2See footnote 2, Document 197. 





No. 215 
RRS.2558/9-2052: Telegram 


The Ambassador in Iran (Henderson) to the Department of State! 


TOP SECRET TEHRAN, September 20, 1952—2 p. m. 


1220. 1. Embassy understands that Mosadeq has been preparing 
formal reply to joint US-UK message regarding oil. Although cer- 
tain sections Iran press hint reply will be delivered onl’ to British 
I believe he will send reply also to US. It is not yet clear, however, 
whether US reply will be delivered through US Embassy Tehran or 
through Iranian Embassy Washington now that Mosadeq has trust- 
ed agent as Amb to US. 

2. Ala told me September 18 he thought Mosadeq had finally 
been persuaded that it would be inadvisable to incorporate in reply 
mention of possible severance diplomatic relations. Mosadeq was 
insisting, however, that reply shld contain statement that Iran de- 
sired British answer to it within five days. Ala still hoped, howev- 
er, that Mosadeq wld finally agree exclude all passages which 
might smack of ultimatum. 

3. Bayat, Vice President Senate and member Mixed Oil Commis- 
sion, called afternoon Sept 19. He told me reply to joint proposals 
wld contain no reference to severance diplomatic relations and no 
suggestion that British reply should be made within any set period. 
He said he hoped that British wid consider offer as counterproposal 
conciliatory character which if not fully acceptable shld be met by 
another counterproposal on part UK. During our talk Bayat said 
that in his opinion Mosadeq might be willing negotiate regarding 
50 million pounds but cld not possibly accept formula which wld 
give AIOC right to present to ICJ huge claims based on losses of 
future profits. Bayat may be right. I believe, however, that Mosa- 
deq earnestly desires from British large sum in order enable Irani- 





‘Repeated to London. 
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an Govt continue function and to permit it to introduce certain in- 
ternal reforms. Also he wld ‘ike convince Iranian people he has 
made good bargain with British. It possible however, he might be 
willing make certain concessions in this matter. I agree with Bayat 
that Mosadeq not likely in face aroused Iranian public opinion 
make concessions which wld give AIOC right to present to ICJ 
large claims for losses of future profits. 

4. More temperate Iranians are for most part distressed and 
alarmed at direction which Mosadeg and certain his advisers, par- 
ticularly those of Iranian party, are leading country. Belief is be- 
coming rather widespread that diplomatic break with UK is now 
inevitable and that this break will be followed by intensification 
anti-West propaganda and sentiment. Rumors are current that 
shortly after severance diplomatic relations with British or simul- 
taneously therewith US military advisers will be invited to leave 
country and US Consulates will be closed. Various Iranians who 
are in full sympathy with Mosadeq but who wid not like Iran go so 
far as diplomatic break with British are expressing hope that Mo- 
sadeq’s strong word “will bring US and UK to realization of seri- 
ousness of game which they are playing re Iran and will cause 
these two countries to revise their policies re Iran’. An Iranian of- 
ficial, particularly close to Mosadegq, in discussing latter’s threat to 
break diplomatic relations with UK, in typical Iranian fashion, 
said to me “Can’t you understand, we do not expect relations to be 
broken; we expect US to prevent us from breaking relations by per- 
suading British to understand our position and yield to our de- 
mands.” 

5. Hints of coup d état or resort to tactics of violence are becom- 
ing more open... . 

6. Iranian political leader who has been member of one of Mosa- 
deq’s previous Cabinets, also called on me yesterday. This leader 
who has in past had close relations with Kashani expressed opinion 
Iran cld now be saved only by some form coup. When I expressed 
doubt at permanent success venture this kind, he agreed. He then 
began in rather hopeless way to urge that no time be lost in giving 
consideration to possibility of ‘Iranian Govt in exile” in event Iran 
or most of Iran is taken over by Communists. He said that Kashani 
had assumed even stronger position against British than Mosadeq 
and he no longer believed that Kashani cld save country from drift- 
ing toward communism. This particular political leader maintained 
Mosadeg cid not retreat from his present position re oil disputes; 
he was certain British wid not yield; therefore Iran was faced with 
catastrophe. 


HENDERSON 
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No. 216 
888.2553/9-2652 


Memorandum by the Secretary of State to the President 


[WASHINGTON,] September 26, 1952. 
Subject: Letter from Dr. Mosadeq 


There are transmitted for your attention a copy of the letter 
from Prime Minister Mosadeq of Iran to you dated September 24, 
1952, a summary of Dr. Mosadeq’s views, and the complete text, as 
received from the U.S. Embassy in Tehran, of the Iranian Govern- 
ment’s reply to the joint message put forward by Prime Minister 
Churchill and you to Dr. Mosadegq.' 

The Department’s comments will follow later. 

DEAN ACHESON 


Attachment Nui>ber Two 


SUMMARY OF THE IRANIAN GOVERNMENT NOTE OF SEPTEMBER 24 


The joint US-UK proposal cannot be accepted nor approved by 
the Iranian nation. Before proceeding with the transmission of a 
counter proposal, it is necessary to explain briefly the position of 
the Iranian Government in regard to the message. 

1. The proposals are inconsistent with Iran’s oil nationalization 
law. 

2. Iran desires to strengthen friendly relations with the British 
people. 

3. Iran has always been prepared to negotiate within the limits 
of legal principles for the settlement of the oil dispute. 

4. Failure to achieve any results up to this time is “due to the 
fact that the British Government has desired to retain the influ- 
ence of the former AIOC under other titles in the same shape and 
form as before in violation of the law and of the rights and desires 
of the Iranian nation’’. 

5. The proposals are “not only inequitable but far more inequita- 
ble than previous proposals”. 





'Mosadeq’s letter to President Truman and the text of the Iranian Government's 
reply to the joint U.S.-U.K. message are not printed. The summary of Mosadeq’s 
views, printed below as attachment 2, is a synopsis of his letter addressed to Prime 
Minister Churchill. Presumably Mosadeq’s letter to Churchill and the text of the 
Iranian Government's reply are the same document. The verbatim text of Mosadeq’'s 
letter to Churchill is in telegrams 1269 and 1270 from Tehran, Sept. 24. (888.2553/9- 
2452 and 888.2553/9-2552) 
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6. The British Government seeks to convert the oil dispute from 
an internal affair in Iran into a dispute between two Governments. 

7. It is feared that Article 1 of the proposals is designed to legal- 
ize the “invalid 1933 agreement which has never been acceptable to 
the Iranian people”. 

8. If Article 2 of the proposals means that “a purchase monopoly 
be given to a specific company . . .* this will never be approved by 
the Iranian nation”’. 

9. Article 3 of the proposals admits “that the British Govern- 
ment’s motive in its previous measures to bring economic pressure 
on the Iranian nation” were designed to force Iran to submit to 
“unfair terms”. 

10. In order for the Iranian Government “to make a definite deci- 
sion” about paragraph (a) of Article 3 “views about the price (of oil 
stored at Abadan)” should have been specified. 

11. “It is neither friendly nor equitable to make the removal of 
illegal restrictions contingent upon the acceptance of certain 
terms” as suggested in paragraph (b) of Article 3. 

12. Iran nationalized the oil industry for two reasons: (a) “to 
eradicate foreign influence”, and (b) “to improve economic condi- 
tions” 

13. “In the present circumstances, Iran may follow one of two 
roads: (a) ‘It should endeavor to improve social conditions and ame- 
liorate a situation of the deprived classes, something that would be 
impossible without oil income’; and (b) ‘If this road should remain 
blocked, Iran should surrender itself to probable future events 
which would be to the detriment of world peace’.” 


COUNTER PROPOSALS 


“Iranian courts are the only competent channel for investigating 
the former company’s claims and are prepared to adjudicate them, 
but should the company not wish to refer its claims to the above- 
mentioned competent authorities, and should the International 
Court of Justice at The Hague be able to deal with the dispute be- 
tween the Iranian Government end the former AIOC on the basis 
of an agreement between the twe ~arties, and should there be no 
illusion that such action recognizes the existence of the dispute be- 
tween the two Governments, my Government, in order to show its 
good will, after agreement on the four articles below, is prepared to 
agree to the judgment of the International Court.” In this case, the 
court will be requested to issue its final verdict as soon as possible 
and within six months. 





“Ellipsis in the source text 
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Article 1—Compensation 

“Determination of compensation to be paid for property belong- 
ing to the former AIOC at the time of nationalization of the oil in- 
dustry in Iran” and arrangements for paying this by installments 
will be based on any law selected by the former AIOC which has 
been used by any country for nationalizing its industries in similar 
instances. This is the only compensation which the Iranian Govern- 
ment will pay, and the company will have no right to make any 
further claims whatsoever. 
Article 2—Basis of Examination of Claims 

The ICJ shall use as a basis for judgment one of the following: (a) 
Claims of the two parties up to the date of nationalization to be on 
the basis of the D'Arcy Agreement® with due regard to calculation 
of income tax which the Iranian Government should have received. 
The D’Arcy Agreement cannot be applied beyond the date of na- 
tionalization. (b) Claims from 1933 to the end of 1947 and from the 
beginning of 1948 to April 30, 1951 to be on the basis of the above- 
mentioned invalid agreement and the Gass-Golshayan Supplemen- 
tary Draft Agreement* which was signed by the former AIOC but 
not by the Iranian Government. These agreements cannot be ap- 
plied beyond the date of nationalization. (c) The claims of both par- 
ties to be examined on the basis of the fairest concession agree- 
ments of other oil producing countries in the world where the cost 
of producing oil according to that concession is not less then pro- 
ducing Iranian oil during a corresponding period. 
Article 3--Determination of Damages 

In determining damages due the Iranian Government there shall 
be taken into consideration the obstruction of sales of Iranian oil 
by the AIOC as well as losses resulting from the delay in payment 
of debts owed by the company. 
Article 4—Payment in Advance 

The AIOC shall pay 49 million pounds in steriing convertible 
into dollars. If the court does not consider Iran entitled to this 
amount, restitution shall be made in oil. 


The foregoing proposals must be accepted in their entirety and 
are valid for ten days. 





"The D'Arcy Agreement, xamed for William Knox D'Arcy, was the original oil 
concession which had served w the basis for the Anglo-lranian Oi! Company's oper- 
ations in Iran. It was negotiated on May 28, 1901; was to last for 60 years; and the 
Iranian Government obtained only 16 percent of the profits accruing to the explora- 
tion and development company 

*See footnote 3, Document 2)! 
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No, 219 
We 288 10-882 Telegram 


The Secretary of State to the Embaaay in Iran’ 


SRCRET = PRIORITY Wasninoton, October 3, 1952—8:59 p. m. 
NIACT 

820. Eyes only Henderson and Gifford. Brit Emb today informed 
Dept that Eden considered it extremely important that we main- 
tain position of solidarity set forth in joint US-UK proposals to Mo- 
sadeq, and stated that Mr. Churchill was deeply disappointed to 
learn from President's mag that he did not wish to join in reply to 
Mosadeq's counter-proposals. Mr. Eden hoped nevertheless that we 
might agree on joint reply to be signed by him and me on behalf of 
Mr. Churchill and President. In line with this suggestion Brit 
agreed to accept draft of our proposed mag to Mosadeq but with 
certain minor changes. 

This afternoon Brit Emb made available to Dept preliminary 
draft of proposed Brit refutation to points in Mosadeq’s counter- 
proposals and later Brit Amb called to discuss both msgs with me. 

Brit Amb was informed that President in his reply to Churchill 
said “Il can understand too your belief you must answer accusations 
made against Brit action in Iran. So I think that if this Govt re- 
plies at all it shid do so separately’. The Brit proposal went direct- 
ly contrary to this by proposing that we both make joint or identic 
replies and that Brit wid then fol by another msg which in fact 
seemed to us unnecessarily provocative. This meant we wid be asso- 
ciated with this second msg. Brit Amb then inquired whether, in 
event Brit preferred make reply similar or identical with ours and 
were willing drop any further and separate msg, we wid be willing 
proceed with our suggested reply to Mosadeq. 

We made it clear to Brit Amb that we had not through Presi- 
dent's mag, nor were we now, attempting exercise pressure on 
them to influence form their reply. We were concerned with pro- 
tecting ourselves against association with their second msg which 
might limit effectiveness of anything we might do in future. 

After consultation with President, I informed Brit Amb that you 
wid be instructed to deliver fol msg to Mosadeq providing (1) Mid- 
dieton receives instructions to submit similar parallel msg (we wid 
not object to deletion by Brit in their msg of words “there are 





‘Repeated to London. Drafted by Richards; cleared with Secretary Acheson, 
Under Secretary Bruce, Deputy Assistant Secretary for European Affairs James 
C.H. Bonbright, and Deputy Assistant Secretary for Economic Affairs Linder; and 
approved by Jernegan. 
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doubtless other equitable methods” aithough we must retain this in 
our mag. We wid indeed prefer that they paraphrase our msg al- 
though we do not insist on this), and (2) providing Middleton re- 
ceives instructions to assure you that Brit will not deliver any 
other reply in any form. Otherwise you are not to deliver any msg 
to Mosadeq and shid await further instructions. In this event Mid- 
dleton is of course free to deliver any msg he may receive. 

Our mag fols. 

Msg to Mosadeq from Acheson to be delivered only if foregoing 
conditions are met: 


“I have been in touch with the Pres since he recd your msg of 
Sept 24, 1952, and, since he is away from the Capital at this time, 
he has authorized me to acknowledge your ltr. He is disappointed 
to learn from it that you have found unacceptable the proposals 
which were put forward on Aug 30, 1952. 

It had been our understanding that the Iran Govt’s position was 
that negot for settlement of the oil dispute must take into account: 
(a) the fact of nationalization, (b) the complete independence of 
Iran in the operation of its oil industry, and (c) the freedom of Iran 
to sell its oil on other than a monopoly basis. 

It was and is our sincere belief that the proposals which were put 
forward on Aug 30 met these points. These proposals clearly recog- 
nized the fact of nationalization and did not seek to revive the 1933 
Concession, or any concession. Foreign management of the industry 
was not put forward as a condition, or even suggested. There was 
no intent to propose a monopoly of the purchase of Iran oil. 

As regards claim for compensation by the Co and the counter 
claims by Iran, we suggested a method of settlement of all claims 
by impartial adjudication. There are doubtless other equitable 
methods. In regard to the question of the price to be paid for Iran 
oil, we suggested that this shld be worked out between purchaser 
and seller rather than by Govts. 

Regardless of the acceptability of the proposals of Aug 30, it is a 
matter of regret to us that their meaning shld have been misunder- 
stood. We have tried to correct this because of the real importance 
which attaches to our words being understood by you as they were 
meant by us. Acheson’’. 


If Mosadeq gripes about a parallel reply you may point out to 
him tactfully that in light of his “counter proposals” the net situa- 
tion might have been considerably worse and urge him to apply 
himself to constructive nature of msg which leaves door open to 
further efforts by all concerned.? 

ACHESON 





2On Oct. 4 the Department informed Ambassador Henderson that Foreign Secre- 
tary Eden had agreed to the delivery to Mosadeq of short parallel messages, and 
that there would not be a further British reply to Mosadeq’s note. Therefore, Hen- 
derson was authorized to deliver the note to Mosadeq contained in telegram 820, 
after concerting action with Middleton. (Telegram 825; 888.2553/10-452) 
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No. 220 
888 2558/ 10-452: Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State! 


SECRET NIACT Lonpon, October 4, 1952—3 p. m. 


1986. Eyes only Secretary, Byroade and Henderson. FonOff has 
instructed Middleton assure Henderson in accordance second num- 
bered point para 5 Deptel 2412, Oct 3, rptd Tehran 820 and to con- 
cert in delivery fol msg from Eden paralleling that from Secretary: 


“Mr. Churchill and I and our colleagues in HM Govt are disap- 
pointed to see from your message that our latest proposals for a 
settlement of the oil dispute should have been misunderstood in so 
many ways. The fears which you express are without foundation. 
The proposals in no way fail to recognize Persia’s nationalization of 
her oil industry or seek to revive the 1933 concession. There was no 
suggestion that there should be foreign management of the oil in- 
dustry, still less was this put forward as a condition. We did not 
contemplate a monopoly of the purchase of oil. 

3. [sic] The proposals suggested an equitable method, not neces- 
sarily the only method, of settling all claims and counterclaims of 
both sides by impartial adjudication. We said nothing about price 
of oil because that falls to be discussed as between seller and pur- 
chaser and not between govts. 

4. I am sending you this message in order that you and your 
countrymen may know exactly what we had in mind.’ 


GIFFORD 





‘Repeated to Tehran. 





No. 221 
888.2553/10—552: Telegram 


The Ambassador in Iran (Henderson) to the Department of State 


SECRET NIACT TEHRAN, October 5, 1952—1 p. m. 


1375. 1. I called on PriMin at 11 this morn few minutes after de- 
parture of Middleton in order deliver msg. He was most courteous 
and passed considerable time in amenities apparently desiring to 
postpone moment of delivery of msg. I pointed out to him that in 
his recent ltr to Pres he had merely acknowledged receipt of joint 
msg and had enclosed copy of ltr addressed to Mr. Churchill com- 





1Repeated to London. 
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menting re that msg. Mosadeq wld note that Secy’s reply on behalf 
of Pres which I was giving him had confined itself to attempt to 
remove certain misapprehensions which PriMin seemed to have 
with regard +o joint msg. While PriMin was reading Secy’s msg, he 
handed to me text of Brit msg which had been left with him by 
Middleton? with request that I read it. Before commenting on US 
msg, he asked what I thought of Brit msg. I said that I cld not 
properly make any comment. 

2. Mosadeq said that he was appreciative of clarification con- 
tained in US msg, but he was afraid that this clarification wld not 
entirely eradicate bad impression made in Iran by dispatch of joint 
msg. He was confident that Pres had signed joint msg in good faith; 
nevertheless that msg had not been helpful. He said what he 
needed just now was 49 million pounds and added with twinkle in 
his eye that he regretted that US had persuaded Brit not to give it. 
Despite PriMin’s attempts at humor, he was obviously much wor- 
ried and during our brief conv several times he employed gesture 
which I have seen him use so often when under strain, that of 
holding his head in both hands and closing his eyes. Before my de- 
parture he said he really was puzzled. He did not know what Brit 
had in mind. It looked to him that they still were hoping to reduce 
Iran to such chaotic econ and finan position that Iran wld lose all 
power of resistance and again submit itself to Brit rule. I ventured 
to disagree with him saying I confident that Brit were just as anx- 
ious as he to come to agrmt which wid be fair to all concerned. The 
problem was difficult for UK as well as for Iran. 

3. PriMin did not indicate what course of action he might follow. 

HENDERSON 





2Transmitted in telegram 1986, Oct. 4, supra. 





No. 222 
888.2553/ 10-752: Telegram 


The Ambassador in Iran (Henderson) to the Department of State! 


SECRET  NIACT TEHRAN, October 7, 1952—11 p. m. 

1428. 1. Following is a translation (re Embtel 1427 of October 7)? 
of letter addressed to Secretary sent to me late this evening by Mo- 
sadeq: 





1Transmitted in two sections; repeated to London. 
2In telegram 1427 Henderson informed the Department that Mosadeq was about 
to hand him a letter addressed to Secretary Acheson. (888.2553/ 10-752) 
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“The Honorable Mr. Acheson, Secretary of State of the USA. 

I have received the reply to any countanpeneaaans which was sent 
on behalf of His Excellency, the President of the USA, through the 
Honorable the American Ambassador in Tehran. 

I have poy examined the explanations which were fur- 
nished with a view to removing the ambiguity of the joint message 
dated August 30, 1952. (Shahriva 8, 1331). I am most grateful for 
the efforts exerted by the respected authority of Your Excellency’s 
Government towards the settlement of current disputes. However, 
as to the statement that ‘he is disappointed to learn from it that 
you have found unacceptable the proposals which were put forward 
on August 30, 1952,’ I think that in my counterproposals dated Sep- 
tember 24, 1952, the reasons for the non-acceptance of joint mes- 
sage were sufficiently explained. It is possible that His Excellency, 
the President does not remember that 19 months have Cagene 
since the date of the nationalization of the oil industry throughout 
Iran while in the meantime nothing useful has been accomplished 
towards this element of differences, and the question of determina- 
tion of compensation has been entirely left to correspondence and 
procrastination. 

The Iranian Government and nation have every day been faced 
with new social and economic difficulties arising from the economic 
blockade of Her Britannic Majesty’s Government. 

The greatest goodwill was shown and maximum possible conces- 
sions for the settlement of this question were made in my counter- 
proposals. In order that this goodwill and earnest desire to bring 
this matter to an end may even more be fully evinced, I have, in 
reply to the message from His Excellency, Mr. Eden, Her Britannic 
Majesty’s Foreign Secretary, made a proposal, a copy of which is 
enclosed for Your Excellency’s information, to the effect that pleni- 
potentiary representatives of the former Anglo-Iranian Oil Compa- 
ny be sent to Tehran to discuss the terms of the counterproposals 
dated September 24, 1952. With a view to alleviating the economic 
and financial situation of Iran, and also in order that the former 
company may provide a token for the fulfillment of obligations as- 
sumed by it in the past, it has been added to the said proposal that 
prior to the departure of the plenipotentiary representatives of the 
company, which will be one week ~ this date, it should place at 
the disposal of the Imperial Ministry of Finance a sum of 20 mil- 
lion pounds sterling on account convertible into dollars (out of the 
49 million pounds), and arrange for the payment of the balance 
thereof upon the termination of negotiations which are anticipated 
to last three weeks. 

It is not necessary to explain that during the last year and a half 
the Iranian Government anu nation have suffered huge losses as a 
result of procrastination and exchange of notes and correspond- 
ence, in such a way that no fairminded and unbiased individual 
would hold the Iranian Government and nation responsible for any 
sinister consequence and unfortunate development which may 
result from the maintenance of this policy. 

I wish to invite Your Excellency’s careful personal attention to 
the serious and basic implication of the preceding sentence and to 
existing conditions. I am certain you will agree that the prompt 
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and immediate settlement of this matter would be a great and im- 
portant contribution towards insuring the peace and public securi- 
ty of one of the sensitive areas i tet the world. 

I request you to convey to His Excellency the President the ex- 
pression of my highest consideration and to acce — ¥ my sincere ap- 
preciation of the efforts he has exerted and is still exerting to find 
a solution for the ng Sere. (Signed Dr. Mohammad Mos- 
sadegh, Prime Minister r 7, 1952 (Mehrmah 15, 1331)).” 


2. Fol is translation of enclosure addressed to Brit Foreign Secre- 
tary: 


“His Excellency Mr. Eden, Her Majesty’s Secretary of State for 
Foreign Affairs. 

Your note dated 5 Oct 1952 which recognized in its entirety the 
action of the Iranian Govt in nationalizing its oil industry, and 
stated that it did not intend to revive the invalid 1933 Concession 
Agreement, nor to interfere in the admin of the Iranian oil indus- 
try and recognized the Iranian Govt’s freedom to sell its oil prod- 
ucts was handed to me by the Brit Chargé d’ Affaires in Tehran. 

With due regard to the fact that the contents of the message in 
question in the parts mentioned above are in accordance with the 
indisputable rights of the Iranian nation, I take cognizance of the 
foregoing and at the same time t that in this message, which 
was in answer to my message of 2 Mehr 1331 ae Se Rey 
did not make any reference to the soupeas guegnanes ehr 
1331 (24 Sept 1952). I find it necessary to inform you again on thet the 
object of my counter-pro was to avoid wasting time and to 
show an equitable way o rey the claims of the former oil 
company and the counter-claims of the Iranian Govt. Now I once 

with the same object in view declare my readiness for discus- 

sion and settlement of this question. In order that the dispute may 
be definitely and clearly disposed of as soon as possible, representa- 
tives of the former AIOC, invested with full powers, are invited to 
leave for Tehran within a week as from today’s date, for the pur- 
bow of necessary discussions within the limite of the Iranian 
’s Bag ng oy as Taking into consideration the several 
delay by the former com y in paying its debts to the Irani- 

- an Govt and also the Iranian Govt’s need for immediate aid, before 
= of its representatives for Iran the former oil compa- 

ny t at the disposal of the Iranian Min of Finance the sum 

20 million pounds convertible into dollars, out of the 49 million 
pounee mentioned in Article 4 of my counterpro dated the 

d Mehr 1331 (24 Sept 1952). The remainder of the above-men- 
tioned sum shld be placed to the credit of the Iranian Govt at the 
end of negots, for which a maximum period of three weeks is envis- 


In conclusion it is expected that the complete goodwill of the Ira- 
nian Govt towards a just solution of differences which has been 
reaffirmed in this note, will be well received and made use of. Your 
Excellen 7 is particu op Apr to the point that the 
Iranian has always indicated serious consequences of pro- 


crastination and delay in reaching agreed and definitive solution of 
the differences. I once again remind you of the impossibility of the 
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continuation of this state of affairs and any eventuality arising 





from pursuit of this sot the responsibility of the Iranian 
a, Doctor M Mossadegh, Prime Minister, 15 Mehr 
HENDERSON 

No. 223 


RRR _2553/ 10-1052. Telegram 


The Secretary of State to the Embassy in Iran’ 


TOP SECRET PRIORITY WASHINGTON, October 10, 1952—7:12 p. m. 

889. Eyes only Ambassador. In conversation with Brit Amb Oct 9 
Secy stated he felt Mosadeq’s last reply wid probably be unaccept- 
able to Brit and we therefore must consider seriously possibility 
that Mosadeq wid break off relations with Brit at expiry seven-day 
period. This wic be unhelpful and wid not make further negots 
easier. 

Secy stated that prior Mosadeq’s latest note Dept had been work- 
ing on some ideas for solution (Embtel 1413 Oct 7).? It seemed that 
problem broke down into three main pts: 


By was compensation and counterclaims. On this we felt that 

no agreement as to principles was possible; that only solution 

might be lump sum settlement, preferably in oil, but possibly ex- 
ee :o - 

Second part of problem was get Mosadeq sum of money in 
hurry. Dept assumed wid be difficult for UK recognize validity Mo- 
sadeq’s demand for immed payment 49 million ; that prob- 
ably sonnot fe way “y¥ Mosadeq to get money im wld be advances 

ture oil sales. 

“erhird question was kind of contract for purchase against which 
such advance might be made. 


Secy then informed Brit Amb that our preliminary thinking was 
that company might be formed to purchase oil from NIOC for 
resale, principally to AIOC as chief (but not sole) buyer. Brit Amb 
inquired whether we had any particular firms in mind who might 
participate in formation of company. Secy replied that with respect 





‘Repeated to London. Drafted by Richards and Byroade and signed by Byroade. 

*In telegram 1413 Ambassador Henderson reported that he had a conversation 
with Mosadeq who gave him a cable from Saleh, Iranian Ambassador in Washing- 
ton, which recounted Saleh's conversation with Secretary Acheson on Oct. 3, in 
which the Secretary urged that Iran avoid breaking diplomatic relations with the 
British. Henderson also reported that Mosadeq then informed Henderson that he 
was planning to present another set of proposals to the British, which Henderson 
transmitted to the Department in telegram 1428, Oct. 7, supra. (888.2553/ 10-752) 
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vate US firms not involved in oil business, or certain fon firms 
might be considered. Disadvantage of company formed by Eur oil 
companies wid be that it wid be most difficult or probably impossi- 
ble for Exim Bank to assist in financing such group. 

Secy said he felt it important if possible that some indication 
shld be given Mosadeq before or at about time he received Brit 
reply that there were further ideas to discuss. This might prevent 
Mosadeq from being precipitant in breaking off relations. Secy 
he had no clear ideas as to how this shid be done. Clearly 
y proposals corresponding to the three fundamentals above stood 
a much better chance of success if they were accepted by Mosadeq 
and then put forward to Brit. (FYI. We are thinking of possibility, 
shid Brit not be adamantly opposed to this type of approach, of 
sending someone from here, probably Nitze, on a quick trip to 
Iran.) In view of delicacy with which matters must be approached, 
if there is to be chance of success it is obvious every precaution be 
taken against a leak that we are considering with Brit a possible 
new approach. 

Brit Amb was then handed copy of prelim draft of possible for- 
mula for settlement Iran oil dispute. This draft, which was under- 
stood to be schematic only, fols: 

“1. The National Iranian Oil Company will 
of charge 15 million tons of crude oil and 15 million tons of oil 
products distribution between products shall be in the same 
ratio as distribution between products in the tpu 
op Sere Sees Oe ere aes ll settlement 
of all claims by or against the lo-lranian Oi Company, Gasvery 


i 


Company will agree to sell up to 25 million tons of oil and oil prod- 
ucts per annum for 10 (15) years at 90% of the posted price of 


import duties and less $1.70 per barrel freight allowance. To the 
extent that the International Oil Poy ey realizes on 
excess over the posted price north of Cape Hatteras less 

and $1.70 freight allowance, the National Iranian Oil 
shall receive benefit of such excess. The National Iranian Oil 


— 
n 
a 
€ 
< 





*These and al! subsequent brackets are in the source text. 
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Middleton for their secret info and comment. Ur views wid be ap- 








WHA 2558 10-1252 Telegram 


The Secretary of State to the Embassy in the United Kingdom‘ 


TOP SECRET pRIORITY WasHinoTon, October 12, 1952—6:51 p. m. 


2592. London eyes only for Gifford. Following is substance of tele- 
gram dated October 11 from Mr. Eden to Sir Oliver Franks: 


“I am glad to see that Mr. Acheson also holds strong views on 
Musaddiq's latest message. Se ee ee oe ee ee 
the seven-day period and our reply must be a firm negative. It 
must also be fairly detailed, since we have repeatedly been warned 
by Mr. Middleton that our case is in danger of going by default. 





‘Repeated to Tehran eyes only for Henderson Drafted and signed by Nitze 
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ment that there were doubtiess other equitable methods of arriving 
at a settlement of claims and counterclaims than the method put 
language. What we are trying to do is to see whether another equi- 
table and workable method can be developed. Since Mr. Acheson's 
conversation with Sir Oliver, we have done further work on our 
side and now believe that it may be possible for us to work out a 
procedure by which we could in a matter of days make available up 
to $100,000,000 as an advance against oil purchases. We further be- 
lieve it may be possible for us to do this through Anglo-lranian, or 
a subsidiary of Anglo-lranian, which might eliminate the necessity 
for American private participation in an oil distributing company. 

It may also be that it would not be substantially more difficult to 
persuade Mossadegh to offer a lump sum settlement of 50,000,000 
tons of oil than to persuade him to offer 30,000,000 tons of oil. 

Burrows also stressed a continuing joint approach to the Iranian 
problem. To us a joint approach implies a full exchange of informa- 
tion and an effort to try to solve the problem. The question is how 
do we propose that the problem be solved. Do we really believe that 
Mossadegh or any other Iranian leader can or will accept the joint 
proposals as originally formulated? What ideas could the “suitable 
person” have? What is within the realm of the possible? Can a set- 
tlement really be conceived of without some substantial advance to 
Iran? How is this advance to be made unless it is against future oil 
purchase? Who is going to make this advance if the United States 
does not participate in it? What is the British analysis and how 
does it differ from ours? 

If the conclusion were that the matter is insoluble, we would find 
that an unacceptable basis for a joint approach. If Mr. Eden thinks 
it would be helpful for someone from Washington to come over to 
London to discuss these matters, we will be prepared to do so. 

There are two minor points which might merit clarification. Mr. 
Acheson did not say the possibilities of a settlement by intergov- 
ernmental negotiation are probably exhausted. Obviously no settle- 
ment is possible without intergovernmental negotiations of some 
sort. He said he thought the possibilities of negotiation as to the 
principles underlying a settlement of compensation are probably 
exhausted and that the best hope probably lay in a specific lump 
sum settlement. Also he had had no thought that Mr. Eden should 
commit himself in advance to any specific proposal; he made the 
reverse clear. He did, however, wish to exchange views promptly as 
to the general concepts involved. 

Copy of above is being given to Burrows. 

Hope you will have earliest opportunity discuss this with Eden. 
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There are tranamitied herewith five copies of the note from the 
Government of the United Kingdom to the Iranian Government of 
October 14, 1962, concerning he oil question. These copies were 
made available by the British Embaaay in Tehran. 

For the Ambassador: 
Caat F. Nonpen 
Firat Secretary of Embasay 


(Enclawure | 


Text or Nore Daren l4rn Ocronen From Hen Masnery’s 
GOVERNMENT In THE Unrrep Kinapom 


Her Majesty's Government note with regret that in spite of the 
recent messages from Mr Acheson on behalf of the President of 
the United States of America and from Mr. Eden on behalf of Her 
Majesty's Government in the United Kingdom correcting certain 
misunderstandings which appear to exist in the mind of the lrani- 
an Government as to the meaning of the joint proposals put for- 
ward on the 26th August 1952, the Iranian Government should still 
be unwilling to regard these proposals as an equitable basis for the 
solution of the ot! dispute and should revert to the counter-proposal 
contained in the Iranian Government's note of the 24th September 
1952 The Iranian counter-proposal was not referred to in Mr. 
Eden's message of the 4th October 1952 since that message was 
sent with the sole purpose of enabling the Iranian Government to 
understand the joint proposals correctly, and in the hope that these 
proposals would be re-examined by the Iranian Government in the 
spirit in which they were intended. But since the Iranian Govern- 
ment now insist on putting forward their counter-proposal as the 
only basis for a settlement of the dispute, Her Majesty's Govern- 
ment feel obliged to state in some detail why this counter-proposal 
is unreasonable and unacceptable. Moreover, the terms in which 
the Iranian Government now purport to describe the joint propos- 
als show that the joint proposals are still not understood and make 
it necessary for Her Majesty's Government once more to place 
their views and intentions on record. 

The Iranian Government state in their counter-proposal that the 
question of claims by the Anglo-lranian Oil Company and counter- 
claims by the Iranian Government may be referred to the Interna- 
tional! Court of Justice provided agreement is previously reached on 
four conditions. They now invite the Company to send representa- 
tives to Tehran within seven days to discuss these conditions while 
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at the same time they demand the partial fulfilment of one of the 
conditions even before the Company's representatives are set out. 

By the first and second of their conditions the Iranian Govern- 
ment seek to limit the question of claims by the Anglo-Iranian Oil 
Company to the value of the Company’s property in Iran and ex- 
pressly rule out all possibility of any claims on behalf of the Anglo- 
Iranian Oil Company relating to the period subsequent to the date 
of nationalisation. In the joint proposals Her Majesty’s Government 
accepted the nationalisation of the Iranian oil industry as a fact 
but in return claim just compensation on behalf of the Anglo-Irani- 
an Oil Company, the question of such compensation being referred 
in its entirety to the impartial judgment of the highest judicial tri- 
bunal in the world. The International Court should be asked to 
consider all claims and counter-claims of both parties without limi- 
tation and to have regard to the legal position existing immediately 
prior to nationalisation. Her Majesty’s Government would when 
presenting claims on behalf of the Company, ask the Court to con- 
sider what compensation was due, not for the mere loss of the Com- 
pany’s installations in Iran, but for the unilateral termination of 
the 1983 Concession Agreement contrary to the explicit undertak- 
ing in the Agreement that it would not be so terminated. As was 
made clear in Mr. Eden’s message of the 4th October Her Majesty’s 
Government did not seek to revive the Concession Agreement in 
other respects. Naturally it would be for the Court to decide wheth- 
er and to what extent a claim for compensation on the basis indi- 
cated above was justified and Her Majesty’s Government would of 
course be bound by its decision. Her Majesty’s Government could in 
no circumstances agree to debar themselves from raising such a 
claim before proceedings had even begun and as a condition for ref- 
erence to the Court as the Iranian Government demand. 

With regard to the third stipulation, Her Majesty’s Government 
cannot admit that Iran has any claim against the Anglo-Iranian 
Oil Company in respect of Iran’s failure to sell oil abroad. The 
Anglo-Iranian Oil Company have merely exercised their legal 
rights in regard to oil they regard as theirs, an attitude in which 
they have the full support of Her Majesty’s Government, and they 
have declared their intention of defending those rights throughout 
the world. 

The fourth stipulation refers to the payment in advance and on 
account of £49,000,000 erroneously stated to be shown in the Anglo- 
Iranian Oil Company’s balance sheet for 1950 as “due to Iran’. The 
Iranian Government now insist that of this sum £20,000,000 should 
be paid within seven days. The Supplemental Oil Agreement as is 
well known was intended to modify the 1933 Concession Agreement 
in such a way as to entitle the Iranian Government to considerable 
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additional payments from the Company. There would have been an 
increase in tonnage royalty and in the annual payments in respect 
of Iranian taxation. In addition, by very considerably bringing for- 
ward the date of payment and by altering the method of assessing 
the amount of the payment in respect of the sum allocated to the 
general reserves, the Supplemental Agreement would have ensured 
to the Iranian Government a greater and more certain and more 
immediate benefit in respect of the sum so allocated. The addition- 
al financial benefit to the Iranian Government would have amount- 
ed to some £49,000,000 up to the end of 1951 solely by reason of the 
terms of the Supplemental Agreement and not by those of the 1933 
Agreement. It was a condition of the Supplemental Agreement that 
the 1933 Agreement revised in this manner should remain in full 
force and effect. Iran rejected the Supplemental Agreement and 
wrongfully terminated the 1933 Agreement. It is therefore clear 
that the sums are in no sense due to the Iranian Government. Her 
Majesty’s Government are thus being asked to agree, before a 
given date in the immediate future, that the Anglo-Iranian Oil 
Company should pay a fictitious debt of £49,000,000, nearly half of 
which is to be largely convertible into dollars (a demand not previ- 
ously made by the Iranian Government) in return for the Compa- 
ny’s abandoning its right to claim just compensation. Her Majesty’s 
Government are not prepared to entertain this request. 

As stated above the Iranian Government have in the first sen- 
tence of their note described the joint proposals in terms which 
suggest that misunderstandings still exist. Her Majesty’s Govern- 
ment therefore wish to make it abundantly clear that 


(i) Her Majesty’s Government and the Anglo-Iranian Oil Compa- 
ny accept the nationalisation of the Iranian oil industry as a fact, 
but in return Her Majesty’s Government claim just compensation 
on behalf of the Company 

(ii) Her Majesty’s Government consider that the question of com- 

nsation should be referred to the impartial adjudication of the 

nternational Court 

(iii) Her Majesty’s Government claim compensation on behalf of 
the lo-Iranian Oil Company for the unilateral termination of 
the 1933 Concession ment contrary to the explicit undertak- 
ing in the Agreement that it will not be so terminated 

(iv) neither Her Majesty’s Government nor the Anglo-Iranian Oil 
Company seek to revive the 1933 Concession Agreement in any 
other respect 

(v) as soon as agreement is reached as to the terms on which the 

uestion of compensation is to be adjudicated the lo-Iranian Oil 
Senpeny will be ready to open negotiations as indicated in the 
joint proposals. As already stated, neither Her Majesty’s Govern- 
ment nor the Anglo-Iranian Oil Company insist on the Company’s 
securing a monopoly of the purchase of Iranian oil 
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(vi) pending agreement as to the terms on which the question of 
compensation is to be adjudicated, Her Majesty’s Government on 
their own behalf and on behalf of the Anglo-Iranian Oil Company 
reserve their full legal rights. 


14th OcroBer 1952. 





No. 228 
888.2553/ 10-1852: Telegram 


The Ambassador in Iran (Henderson) to the Department of State 


TOP SECRET  NIACT TEHRAN, October 18, 1952—noon. 


1591. Eyes only Byroade. 

1. I asked PriMin for appointment this morning to talk with him 
on personal basis. I told him I had come of my own volition without 
instructions from Washington. I was taking this action because I 
believed it my duty to do everything possible to prevent break of 
relations between Iran and UK, far-reaching consequences of which 
shld be known to him as well as to myself. I said it my understand- 
ing that my govt for several days had been making studies in hope 
of being able find some suggestion which might serve at last 
minute to bridge gap between Iran and UK. I had hoped that Iran 
wld not decide to break relations until US Govt had had opportuni- 
ty to complete its studies. When I heard his speech on Oct 16? I 
had at first assumed that nothing more cld be done to prevent rup- 
ture. Since, however, step representing actual break had not as yet 
been taken I decided this morning to make one more effort to fore- 
stall development which might do tremendous harm to Iran. I 
asked PriMin if it wld not be possible for him to delay breaking for 
several days so that Washington might complete studies which it 
had undertaken. 

2. PriMin replied that he had intended to give note to Middleton 
this afternoon which wid terminate dip] relations but in view of 
what I had said he wid postpone doing so for 48 hours. I said it wld 
be extremely difficult accomplish much over weekend and asked if 
it was absolutely necessary for him to make break on Monday, Oct 
20. PriMin finally agreed that he wid take no action before 





‘Repeated to London for the Ambassador and to the U.S. Mission at the United 
Nations in New York for the Secretary of State. (888.2553/ 10-1852) 

2On Oct. 16, Mosadeq made a radio address in which he announced that the con- 
tinuance of diplomatic relations between Iran and the United Kingdom was futile in 
view of the unfriendly attitude adopted by the British Government in its Note of 
Oct. 14. Mosadeq failed, however, to outline any steps to implement his decision to 
sever relations. 
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Wednesday, Oct 22, although failure to do so might cause some em- 
barrassment between him and various colleagues. I told PriMin 
that things had gone so far that it might not be possible for me to 
offer him any suggestions at all. Nevertheless, it seemed to me 
worthwhile postponing taking final step re break if the slightest 
hope existed. I added that since my visit was of personal character 
I wid prefer that fact that I had suggested postponement not be 
made public. PriMin agreed and said that if there shld be any ques- 
tion re purpose my visit he wid state that I had sought from him 
informally certain clarifications re his radio statement of Oct 16. 
Emb is giving same answer to press. This answer is not entirely in- 
accurate since I did discuss several points contained in his speech. 
3. In view of above, I hope that Dept and Emb London with 
Nitze’s help will be able to work out some kind formula which 
might be presentable both to UK and Iran. I also hope that neither 
Washington or London will object to this last minute intervention 
on my part. It was extremely difficult at this distance always to 
obtain instructions in advance and, therefore, at times I consider 
that it is in our natl interest to take certain actions without them.* 
4. Middleton informed. 

HENDERSON 





*The Department, in telegram 961 to Tehran, Oct. 18, thanked Henderson for his 
initiative. (888.2553/ 10-1852) 





No. 229 
RBR.2553/10-2052 Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


TOP SECRET PRIORITY Lonpon, October 20, 1952—5 p. m. 


2288. Eyes only Bruce and Byroade. At outset of first mtg Oct 19 
with Strang and others of Brit team,” Strang said that they wid 
like to get immed into certain specific probs such as the adequacy 
of the amount of compensation, the effect upon other producing 
countries of the absorption of the quantities of oil from Iran con- 
templated by our proposal, management probs and questions of 
price. 





‘Repeated to Tehran eyes only for Henderson and to the US. Mission at the 
United Nations in New York for the Secretary of State. (888.2553/ 10-2052) 

2A report on this meeting was sent to the Department in telegram 2281 from 
London, Oct. 19. (888.2553/ 10-1952) 
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Nitze said that we had come over with no specific plan, that we 
had been working hard to develop tools which might be useful in 
working out a solution to the oil controversy, that we wished to dis- 
cuss the gen concepts underlining a solution and that he wid like 
first to get from the Brit any ideas that they might have as to how 
the tools that we had developed cld be employed in arriving at a 
settlement. 

The Brit had no ideas of their own to put forward and reverted 
to their specific questions. There followed first a discussion of the 
adequacy of the compensation. Butler said that the Brit figured 30 
mil tons of oil and products wid represent a value of about approx 
5 pounds per ton or $420 mils. Nitze indicated that we thought the 
replacements cost new of the facilities might be in excess of such a 
figure, that the orig cost to AIOC was certainly less than such a 
figure, that the depreciated value was far less and pointed out that 
AIOC had had the benefit of the depreciation reserves accrued in 
the past. He went on to say that in our view $420 mils of compen- 
sation wid in fact compensate the fair value of assets taken and 
wid include some allowance for unilateral rupture of the contract. 
The Iranians, on the other hand, cid well argue that $420 mils was 
less than the replacement cost new of the physical assets. Flett said 
the Iranians had been seeking pounds 350 mils of insurance 
against the former AIOC facilities in Iran. Rowan argued that any 
figure such as we contemplated might have an adverse effect on 
other concessions and reverted to impartial arbitration as being the 
preferable method from their standpoint. 

There followed some discussion of the prospect of Iran agreeing 
to impartial arbitration on any basis acceptable to the UK. It 
seemed to be gen agreed that this was unlikely. 

There followed a discussion of the impact on other producing 
countries of a restoration of Iranian prod in the quantities contem- 
plated by our proposal. Nitze said we were quite aware that a real 
prob was involved. However, the rate of increase in East Hemi- 
sphere requirements had been approx 700,000 barrels per day in 
recent years. (Butler questioned this.) This rate might decline 
somewhat in the future, but over a period of two or three years it 
shid be possible to absorb Iranian prod without too much difficulty. 
In the meantime, Kuwait, Saudi Arabian and Iraqi production was 
probably abnormally high and some reduction in these rates might 
make possible the absorption of restored Iranian output. The Brit 
noted that under the concession terms Iraq prod had ww be in- 
creased by certain amounts each year. There followed a discussion 
of the quantities to be purchased contemplated by our proposals. 
Nitze said that Henderson had indicated that a reduction of the 25 
mil ton figure to 15 or 20 mil tons might make the proposals more 
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acceptable to the Iranians. Brit team indicated that smaller quanti- 
ties might also be easier from their standpoint. Butler indicated 
that he had rather come around to the view that it might be best 
from the UK's point of view to get compensation and not get in- 
volved in the probs of helping Iran market the rest of its prod. 

There followed a discussion of management. Nitze said we 
thought this was a difficult prob, but not insuperable. He asked 
whether the Brit wid have any objection to an Amer firm such as 
Bechtel-McCone, Kellex or the Brown firms, assisting the Iranians 
in the operation of the properties in Iran. Rowan said they wid 
have no objection provided there had been a settlement of the com- 
pensation issue. Nitze said that the coordination of distributing and 
refining operations might be somewhat easier if the distributing 
company were a Dutch company rather than a subsidiary of AIOC. 
He said that he understood that The Royal Dutch Shell was han- 
died as a Brit enterprise in the UK Treas operations. Rowan con- 
firmed that this was true until 1956 when it comes up for renegoti- 
ation. Rowan said the Treas had serious probs with the fon ex- 
change difficulties that cld be anticipated were Iranian prod to be 
restored in such a way as to move substantial quantities into ster- 
ling areas. He said that prior to nationalization the Treas had had 
to convert considerable quantities of sterling earnings by Iran into 
dols. The Bank Melli had cooperated in holding Iranian dol pur- 
chases to « minimum, but nevertheless, substantial conversions 
had had to be made. Similar probs wid arise and under more diffi- 
cult circumstances were Iran again to become a substantial earner 
of sterling. 

There followed a discussion of the possible advance of up to $100 
mils against an oil purchase contract by DMPA. Nitze said that we 
hoped the full $100 mils wid not have to be used and that AIOC 
wid be able to participate in either making in advance or in 
making a contribution as part of the settlement of compensation 
and claims. 

At this point Strang suggested that AIOC reps and Levy be invit- 
ed to join the mtg to discuss prices; Nitze suggested that there be a 
prior discussion of Mr. Henderson's initiative in Tehran and the 
tactics which might be followed. He then outlined the proposal de- 
scribed in London's te] 2281 of Oct 19." A report on the subsequent 
mtg with AIOC reps will follow. 

GirrorD 





*Not printed. (888.2553/ 10-1952) The proposal dealt with, among other things, the 
portion of compensation for the company and the time period and quantities of oil 
to be covered in a purchasing agreement 








The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


TOP SECRET Lonpvon, October 20, 1952—7 p. m. 
2296. Re Embtel 2288." At subsequent meeting at which AIOC 
Levy were present discussion began consideration para- 
original proposal as communicated to Brit last week 

Oct 10). It was agreed first sentence worked out to 

$1.00 per barrel for crude on present US quotations. Nitze 


company manngument wid bo independent of AIDC ad wid bo 10 
position negotiate best possible terms with AIOC and others, but 
that such terms wid undoubtedly have to be at lower prices than 
AIOC’s full sales realization if AIOC was to be expected to absorb 
any substantial quantities. 

Nitze went on to say that in view of fact that distributing compa- 
ny might be AIOC subsidiary, we had attempted work out further 
price formula which might be applicable under such circumstances. 
Nitze then outlined price formula which Dept has under heading 
“formula suggested by Walter Levy” and which provides for a base 
crude oil price calculation on US East Coast less duty, less freight, 
less 15 per cent ($1.09 on present prices) and refining through—put 
charge of $5.00 a ton. 

There was extended discussion as to how this wid work out in 
practice. At this point Brit given copy of draft proposal incorporat- 
ing Levy formula and worked out so that compensation handled as 
part of distribution contract. Copy of this proposal is fol tel. 

Brit wanted to study this over night. From such discussion as fol- 
lowed it appeared Brit felt themselves on horns of dilemma. On 
one hand this wid like to get compensation and not be involved in 
commercial or foreign exchange problems involved in marketing 





‘Repeated to Tehran and to the U.S. Mission at the United Nations in New York 
for the Secretary of State (888 2553/ 10-2052) 
2 


*Printed as telegram &89 to Tehran, Document 223 
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what wid i ; 
cleared up my no hegel bor to cftom Dani inion oh Yoee 
pointed out these problems were inherent in any settlement of Ira- 
nian controversy and wid arise immediately if Iran were to accept 
arbitration by ICJ as contemplated by our joint proposals. He em- 





No. 231 
WAR 2558/00-71152 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET NIACT Tenran, October 21, 1952—6 p. m. 


1633. Eyes only Byroade. 
1. I called on Prime Minister this afternoon 4 p. m. and talked to 


it was not easy to find formula which could give promise of bridg- 
ing gap between UK and Iran. He would always be ready to receive 
suggestions which in opinion of US would be acceptable to both 
parties. 

2. When I said that in opinion of US Government major prob- 
lems of oil dispute seemed to be settled and there now remain only 

of compensation and commercial arrangements for sale 
of Iranian oil which should not prove insuperable obstacles to set- 
tlement, he remarked that although some progress had been made 
in matter of principle there were economic aspects of problem just 
as important as those of principle. For instance, Iran needed funds 
immediately and any settlement of oil dispute which did not pro- 
vide them would yield no benefit to Iran. 

3. When I told him that in opinion of US Government break in 
relations with UK would not contribute to settlement of Iran's 
problems he said that he did not like to make break; he would 
prefer to continue relations; but in face of internal difficulties 
which country is sure to encounter in absence of oil settlement and 





‘Repeated to London eyes only for Gifford and Nitze 
*Not printed. (888 2553/ 10-2052) 








4. As I was leaving he said he would like to ask me question; was 
there any reason why he should not break relations this evening 
than wait until tomorrow.* I told him that if he wanted my 
advice it would be not to break them at all, but in no event should 
them this evening. There did not seem to me to be any- 

to be gained by taking action on spur of moment. 
HENDERSON 





Government of Iran severed relations with the United Kingdom the follow- 

. 22. The text of the letter sent from the Iranian Foreign Office to the 

was transmitted to the Department in telegram 1679 
10-2452) 





No. 232 


MAR 2543 10 2452 Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


TOP SECRET $$ PRIORITY Lonpon, October 24, 1952—7 p. m. 


2422. Eyes only Bruce and Byroade. Subsequent to despatch 
Embte!l 2388, Oct 23,? British yesterday requested meeting with us 
which took place this morning.’ Participants were same as second 
paragraph Embte! 2281, Oct 19,* with exception Rowan, company 
officials and Levy who were not present. 

Strang expressed appreciation for exchange of views earlier in 
week which had been most helpful and given British much to think 
about. UK had examined problem more closely in light those dis- 
cussions and was now in position give us its further views. Broad 
position is that US and UK have gone hand in hand to Mossadeq 





‘Repeated to Tehran eyes only for Henderson 

*In telegram 2388 the Embassy in London reported that the British were continu. 
ing their consideration of the problems involved in reaching an oi! settlement before 
carrying their conversations forward with Nitze, and that Eden was pursuing the 
matter with his colleagues (888 2553/ 10-2352) 

*The minutes of this meeting are in GTI files, lot 57 D 155, “Ol —1952" 

*Not printed. (888. 2553/ 10-1952) 
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to this sincere effort on our part has been to deliver two slaps: (1) 
he rejected the proposals; and (2) when it was apparent he could 


that it does not believe it should move towards them now. An alter- 
native is to examine joint proposals again and to see whether it 
might not be possible to exploit essential elements in them in order 
to enhance their acceptability to Iran. At beginning exchange of 
views earlier in week, Nitze had asked whether UK had any sug- 
gestions as to how we might proceed. As result recent study, UK 


1. First phase would be Iranian agreement to submit question of 
compensation to impartial arbitration 


mption of flow of Iran oil on 


i wo ane to cheenatben Ioan eneinst communion end aveld 
which continued stalemate might anvelve. 








ip S 
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(1) Bare physical value of assets; 
(2) Market value; and 
(3) Loss sustained by company by virtue of nationalization. Brit- 
ish could not predict, of course, what Court might award, but 
t it likely it would be somewhere between 1 and 3, whi 
yy 
it 


correctly, it took ceven years before body could be set up to deter- 
mine value of properties. We had foreseen difficulty in persuading 
Ira’ accept arbitration all claims and counterclaims, not only be- 
cause of Mosadeq himself, but because of pressure Iranian public 
opinion on Mosadegq. British said in reply that all Mosadeq had to 
do was to agree to an arbitral procedure and that immediately this 
was done, we cld then pass on to phase two. British saw advantage 
in working out immediately kind of offer which might be made to 
Iran in phase two on theory that this wid act as inducement to 
Iran agree to phase one. They despaired of reaching agreement 
with Mosadeq if compensation determined by negotiation combin- 
ing phases one and two. In such eventuality, there wid undoubtedly 
be all kinds of haggling re lump sum compensation which wid exac- 
erbate prospects for negotiations re price, quantities, etc. 





Summing up. Nitse said he wanted be quite 

Britiah suggestions He underetoad thet in 
agree submit question of compensation to 
agreement reached on thie point problem 
two At thie point. discussion wid be opened with Iranians 
AIOC, international consortium. American Company of any othe, 
group. They wid offer to buy KX amount of off at & price 
years Nitze then asked if these terme not satisfactory to Iran 
Iran be free to accept better offer from. aa, German firm 

British confirmed Iran wid be free to take beet offer which i 


two parte firet wid be period while arbitration wae going on 
During this time portion of proceeds from sale o' of! shid be placed 
in escrow to be paid to AIOC as compensation wher -~ard deter 
mined British noted thie already provided for in nationaligation 
act Once amount of arbitration determined. then there might be 


Throughout discussion British emphasized that mast promising 
new element in whole picture wae possibility of US using DMPA 
funds to further a settlement They though! thie opened up number 
of prospects which wid promote settlement In response their ques 
tion, Nitze said S* saw no reason why DMPA funds cid not be used 
under various altern.‘ives to help get Iranian settlement 

On timing, British ina.csted they wid not want to rush to Mose 
deq with new proposals They thought some time shid be allowed to 
pass to assess effect of break in relations on Iranian political pic 
ture Also they wid want consult Middleton upon hie return in 
about ten days 





-t 
HH 
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die vemione 
Girromp 


The Acting Secretary of State to the Embansy in Iran’ 


omonet rRronrTy Wasninoton, October 31, 1952—7:34 p. m 


108) Dept greatly appreciates ur thoughtful tel 1765 Oct 30° and 
finds 4 © in cmmential agreement with most of conclusions con. 
tained therein However from Emb and other reporta. Dept has 
been inclined to give emphasie to fol factors 


| Nationalist and Tudeh programe parallel in Iran but crucial 
difference i that natronaliete Sov domination It has been re 


Peepmmted tc lemdor and pomched tc Manxcow Ankers Baghdad Kabul Karach: 
Care, Retret Demencus Ameemen Tel Avie Jidde Dhahran Rome for Unger. lefe 
heme Mewthred and Tatbris Dr ePtied ty Mutemmarn and Racharde and approved ty By 
rade 

*Tehagram 1705 conveyed » genera! estimate of the situation in Iran (64) 8/10 
MT 
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line between some radical leftists in Natl] movement and Commies, 
(b) Tudeh Party still illegal and Dept unaware any Govt move or 
intention in direction legalizing party, (c) imposition martial law 
Tehran and environs, (d) laws recently dec calling for criminal 

ution persons carrying concealed weapons and persons creat- 
ng labor and other civil commotion, (e) Natl Front deputies in- 
creasingly outepoken in accusing Tudeh Party of Sov domination, 
(f) Anti demonstrators arrested Oct 26 reportedly to be exiled 
Persian Gulf islands, (g) Oct 29 martial law authorities suppressed 
all Tudeh newspapers. 

2. Dept has considered if - sag og 7-39 from polit 
scene, his successor wid probably be Kashani or his puppet who 
likely wid be willing and able act ruthlessly, poor more ruth- 
lessly than Mosadeq in maintaining position. Trend polit develop- 
ments Iran seems to be moving direction dictatorship of nat] social- 
ist type which in Iran unlikely to be efficient, reasonable, or based 
on well-developed program, but allows basis for expectation that 
ruthlessness toward opposition will be characteristic and Govt will 
be in essential conflict with communism. 

8. Altho para 4 urtel points out sources opposition to Nat] Front, 
it does not appear take account of support which Kashani and Mo- 

reportedly draw from members landowner and merchant 
group and likelihood that small merchant class will continue sup- 
port nationalist dictatorship. 

4. Dept has been led to conclusion from previous reports that 
land reform ~ ey | being accepted many areas Iran and per- 
haps more important for immediate future apathy majority peas- 
ants still essentially unchanged. 

5. While Kashani presumably wld cooperate with Tudeh if he 
considers it in his immediate polit interest, is there not possibility 
that he can maintain his present and potential position without 
Tudeh assistance? 

6. So far tribes, except for some Kurds, reportedly support Natl 
Front Govt although undoubtedly their major motive is self-inter- 
est. 

7. Factor of major importance Iran’s historical past has been bal- 
ance of fon powers in Iran. Altho nationalist leaders undoubtedly 
personally antagonistic any fon influence, they must remain aware 
importance maintaining some relation with West to counterbalance 
Sov pressure. Therefore altho Dept foresees that operations US mil 
missions and Pt Four may be increasingly hampered and US may 
receive blame for internal Iran problems, it seems not improbable 
that Kashani may be influenced, particularly if he has responsibil- 
ity in govt, to consider carefully any move to sever ties with West. 
This factor is strengthened by additional pt made urtel that Irans 
have basic hope that US will in some manner provide polit support 
and econ assistance. 


Having these factors in mind, fol are conclusions derived here 
from info recd: 


A. Barring unforeseen developments such as active Sov interven- 
tion Natl Front Govt (if not Mosadeq at least some other leader 
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Natl Front) will remain in power during 1953 and will actively pre- 
vent Commies from obtaining any substantial control Iran irs. 

B. Barring serious crop failure or unfavorable export market, 
Iran economy can provide sufficient funds for Govt pay mil forces 
and civil servants and purchase essential imports altho no oil sold 
and no fon aid recd during 1953 beyond that presently anticipated. 

C. Trend developments favor Commies and will whe 3 un- 
dermine Western influence. Basic US problem vis-a-vis Iran is how 
- support non-Commie Govt so that it can remain in control of 
ran affairs. 


Dept wid appreciate ur comments. 
BRUCE 





No. 234 
888.2553/ 10-2452 


The Secretary of State to the Secretary of Defense (Lovett)! 


TOP SECRET [WASHINGTON,] November 4, 1952. 


My Dear Mr. Secretary: There is much in your letter to me of 
October 24? on Iran with which, as you already know, I am in full 
agreement. In order for us to proceed on a constructive line with 
some degree of assurance, I think we need considerably greater 
precision on a number of the concrete and difficult problems in- 
volved. 

For sometime it has been clear and we have been acting on the 
assumption that if Iran is to be saved the initiative and, in the last 
analysis, the responsibility would have to come from us rather 
than from the British. This is even clearer now that Iran has 
broken diplomatic relations with the United Kingdom. There re- 
mains, however, the point that the United Kingdom is the most im- 
portant element of strength in the Western alliance outside of the 
United States. 





1Drafted by Nitze and cleared in substance with Matthews, Byroade, Bonbright, 
and Linder. 

2In his letter of Oct. 24, Lovett stated his conviction that, given the deteriorating 
situation in Iran, the United States had to take immediate action to prevent Iran’s 
loss to communism. He believed British policy had failed; that the United States 
could no longer rely on British initiative; and that events had, therefore, forced pri- 
mary responsibility for Iran on the United States. He recommended prompt Ameri- 
can political and economic action to bolster the Iranian Government and to revive 
Iran’s oil industry. Such actions, he said, to save Iran appeared painful, costly, and 
dangerous, but, he warned, they would require only a small fraction of the money, 
material, manpower and anguish that would have to be expended if it were neces- 
sary to hold Iran by military action to save such a strategically placed nation from 
communism. Moreover, he urged action even if it damaged US. close relations with 
the United Kingdom. (888.2553/ 10-2452) 
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The objective of our policy must be to save Iran without unneces- 
sarily damaging our relations with the United Kingdom. I think 
you seriously underestimate the depth of feeling throughout Great 
Britain over this question. In their view the British have made 
very real concessions to Mossadeq and have come a long way to 
meet him in the past year. They believe that in return Mossadeq 
has become more and more unreasonable. In short, they believe 
that we have pushed them hard and far without result and this has 
left an undercurrent of resentment. I believe that unilateral and 
uncoordinated action on our part will not lead to British accept- 
ance nor to “a sense of relief to know that their heavy burdens in 
the general area will henceforth be shared.” On the contrary, I 
think it could do deep and lasting harm to our alliance, and would 
also have repercussions with respect to the French, Turks and 
other partners in NATO. This does not mean that we should accept 
a United Kingdom veto of any action which the United States con- 
siders it must take to save Iran; it does mean that we should so 
conduct ourselves as to take proper account of legitimate United 
Kingdom interests and should act only after full consultation with 
the United Kingdom. 

For the past nineteen months we have pressed the British to 
make a variety of concessions to the Iranians. We have done this 
not because we regarded the British position as necessarily unrea- 
sonable but rather because we have been more sensitive than they 
to the wider dangers inherent in the Iranian situation. You will 
have seen the cables covering our recent discussions in London in 
which there was evidence of a further relaxation in the British po- 
sition. We believe these conversations opened up a number of possi- 
bilities, depending upon what we ourselves are prepared to do. 

One of the concrete problems in securing a resumption of the 
flow of Iranian oil is to determine whom it is we can call on, and 
who is able in fact, to muve Iranian oil in the volume which is re- 
quired to save Iran. As you have indicated, the independents are 
not in a position to give us any real help. You were present at our 
recent meeting with the Attorney General and understand the 
problem presented in asking for the assistance of the major oil 
companies in moving Iran’s oil.* The laws of the United States 





SAt a meeting on Oct. 8 with Attorney General McGranery, Secretary of the 
Treasury Snyder, Secretary of Defense Lovett, and Chairman of the Joint Chiefs of 
Staff Bradley, Secretary Acheson asked if it would be legally possible, if necessary, 
for the major American oil companies to ship Iranian oil in their tankers if the 
Anglo-Iranian Oil Company refused in order to make money available to Mosadeq 
from the sale of such oil and thereby make him amenable to concluding a settle 
ment of the oil dispute. The Attorney General believed it would be most difficult to 
work out such a program involving the major companies and at the same time 

Continued 
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must, of course, be upheld. We believe that legislative authority 
exists for a prograin which would be helpful in this difficult situa- 
tion. We shall need your assistance and that of the Attorney Gen- 
eral in developing these ideas further. 

Another of the concrete problems is that of providing immediate 
economic assistance to Iran in adequate volume. You will recall the 
considerations which were involved in determining if we could, in 
the joint proposals, offer to make as much as $10 million in grant 
assistance available to Iran and the difficulties which were fore- 
seen in even suggesting that any further sums might be forthcom- 
ing. I do not believe the problem of finding the necessary funds is 
unsolvable, but again we shall need your assistance if a workable 
program is to be developed. 

In your letter you say that events have forced primary responsi- 
bility for Iran on the United States regardless of our wishes or 
those of the British. It has seemed to us for sometime that an even 
broader problem faces us. This broader problem relates to the 
degree to which events may force us to assume responsibility in the 
wider areas of the Middle East and our capabilities for meeting 
this responsibility. Our policy should take into account the 
strength as well as the weakness of the British position in the area. 
Indeed, we believe that it is only by correlating our efforts with the 
British that the limited resources available to us for the area can 
be employed with any lasting effectiveness in developing stability 
and a capability of defense in the Middle East. 

If we are to assume added responsibilities with something better 
than guesswork as a basis, we should have an estimate of the mili- 
tary force requirements involved and an estimate of our capabili- 
ties in conjunction with our Allies in meeting these requirements. 
We have been trying to obtain such estimates for over a year. The 
State Department having been unable to obtain such estimates 
through its normal liaison channels with the Pentagon, we wrote 
you on August 15 suggesting that you request the Joint Chiefs of 
Staff to undertake a preliminary study of the essential require- 
ments.* We were originally told that we could expect at least a ten- 





maintain the U.S. Government's antitrust action against them. Such a course of 
action, he thought, would cause the collapse of the antitrust suit. Secretary Acheson 
then asked if it was possible to form a company which would include American oil 
firms presently transacting no business in Iran and then have this new company 
sell the oil to AIOC. Attorney General McGranery and his assistant, Leonard Em- 
merglick, maintained that such an arrangement would constitute a cartel, which 
was also in violation of the American antitrust law. (888.2553/ 10-852) For documen- 
tation on the antitrust action against petroleum companies, see vol. i, Part 2, pp. 
1259 ff. 
*For text, see vol. x, Part 1, p. 266. 
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The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY Tenran, November 5, 1952—5 p. m. 

1850. 1. We disturbed by fact we apparently have not given Dept 
full info background on basis of which estimate Iranian situation 
prepared with concurrence all sections Emb (Deptel 1081 Oct 31). 
We therefore deem it advisable comment upon various points 
raised in reftel in hope this may aid Dept’s thinking on actual situ- 
ation Iran. 

2. Re factor one discussion natlist rejection Sov domination: 

a) Mosadeq at present unchallenged in auth with Kashani for 
time being indefinite secondary position has succeeded in taking 
under his control or eliminating, at least to considerable extent, 
several pol segments of influence which had been potential or 





'Transmitted in three sections; repeated to London and pouched to Moscow, 
Ankara, Baghdad, Kabul, Karachi, Cairo, Beirut, Damascus, Amman, Tel Aviv, 
Jidda, Dhahran, Rome, Isfahan, Meshed, and Tabriz. 
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give real incentive to Iranian people. 

b) During last twelve months there has been a marked deteriora- 
tion of forces making for steady admin and for stability country. 
This deterioration has caused Emb to call to Dept’s attention on 
various occasions danger to entire free world inherent in this situa- 
tion. During this period there has also been strengthening of spirit 
of extremism in nat! front as it has encountered series of frustra- 
nating in break in relations with UK and abolition Senate. This ir- 
responsible extremism, expressions of which frequently serve 
Tudeh purposes, combined with intrigues and personal opportun- 
ism of many front leaders, causes us to believe that we should not 
take it for granted that Communists can not capture national 
movement. At this time when as result UK departure from Iran, 
US responsibilities here become more heavy, Iran is in custody of a 
national front govt which has announced its intention to maintain 
Iranian independence and “neutrality” but which is at same time 
undermining the very institutions necessary for carrying out this 
intention. We are not attempting to predict extent of trend or to 
suggest that unexpected developments may not change picture. It 
seems to us just now however, that forces in Iran working in behalf 
Sov objectives are stronger than those working for West. 

c) We have been impressed by manifold ways in which Tudeh ir 


Tudeh mins some of its mbrs reputedly have Tudeh sympathies. 
en ee aed eee die ies ek 
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acteristic of many Iranian bureaucrats and politicians. This oppor- 
tunism makes them at least potentially vulnerable to Tudeh infil- 
tration. As we pointed out infiltration this kind might result in 
Communists creeping almost imperceptibly into power. 

d) In our calculations reftel factor l(b) and (c) likely to be only 
slight if any impediment to Tudeh Party organizational work and 
other activities. Party thru stooges being permitted operate so that 
legalization at propitious future time cid be formality. Our observa- 
tions show martial law thus far not seriously affecting Tudeh orga- 
nizational activities altho it does for moment keep demonstrations 
within bounds. Recent acts of govt were of course taken into con- 
sideration at time estimate. During past week they have been sub- 
jected to strong criticism and may be emasculated by extremists in 
Natl Front itself as reported Embdes 343 Nov 1 and Embtel 1810 
Nov 3.2 These reports show that Kashani and Baghai against secu- 
rity and press laws that all but small fraction Tudeh demonstrators 
re security law and that Tudeh papers are again reappearing. Esti- 
mate called attn to fact certain Front elements apparently becom- 
ing more aware of Tudeh menace and this increased awareness 
may in time result in creation effective counter force. On other 
hand some anti-Communists like Baghai balk at strong measures 
and at present at least no organized effective action against Tudeh 
in sight. 

Re factor two possible stronger successor govt to Mosadeq regime 
on dictatorial, anti-Communist pattern: 

We believe that if Mosadeg shid leave PNJ arena in near future 
chances are he wid be replaced by Kashani sponsored candidate of 
weaker character. Successor this kind not likely command support 
upon as wide scale as Mosadeq. Furthermore even if such successor 
wid desire take strong measures he wid be handicapped by weak- 
ened party and govt apparatus. In Embtel 1285, Sept 26,* we point- 
ed out characteristics of possible future Kashani supported govt 
which affirmed this view. 

Re factor three Nationalist support from landowner and mer- 
chant classes. 

Landowners unhappy at prospect Front’s announced ideas of 
reform measures aimed at curtailing their traditional privileges. 
Lacking leadership they reluctantly go along with present govt. 
Merchants criticism of Mosadeq handling econ affairs also arise as 
Emb reported altho here too they for moment have nowhere else to 
go. Kashani influence altho somewhat diminished remains strong 





*Neither printed (788.00/11-152 and 11-352, respectively) 
*Not printed (888 2553/9 2652) 
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in Bazaars in leading towns and such elements will probably follow 
his pol lead at least temporarily. Simultaneously these classes well 
aware persona! differences within Front cliques. Shid Front schism 
arise, we consider pol issues wil] not be presented to them as clear- 
cut Nationalist vs Tudeh decision but as choice of several personal 
leaders to whom they may adhere for maximum individual advan- 


Re factor four acceptance land reform by peasants: 

Emb without basis to support Dept’s assumption that land 
reform being implemented in most Iran without diff. In Embtel 
1423 Oct 7, 898 Aug 28 and 571 Aug 7, and Embdesp on land 


tenor. We wid say outward position other tribal elements ranges 





‘None printed. (888.16/10-752, 788.00/8-2852, 788.00/8-752, and 888.00/9-952, re 
) 


*Not printed. (788.00/ 10-752) 
*Neither printed (888.00 TA/9-1952 and 10-3052, respectively) 
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tried in balance by Front leaders, attitude of whom 


just now is that for immed 
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emo Bitmshon Mhhy suman te comer. We haww of a ahur 
leader who cid head loose coalition and control factionalism within 


static. US being given brief period wherein to 

and substantial evidence of its material interest 

various US activities here. It might not however go so far as to 
3. We agree with Dept that conclusion C is basic US problem re 
Iran. However re conclusion A we have considerable doubt. In our 
opinion situation already possesses instability which presently ex- 
tend to develop. We seriously doubt that present loose 

coalition like ee eS 
which wid be necessary to carry it intact thru another 

Econ comment upon Dept’s conclusion be given in immed fol tel.’ 


hostility to mil mission widespread in Front circles and certain ele- 
ternal finan and econ aid (such as US assist in selling its oil) which 


Mosadeq govt believes it requires for pol purposes, his regime cid 
trend toward disorg we hesitate predict rate growth Tudeh influ- 


its ranks. Successor to Mosadeq, therefore, to remain in office must 
have support elements other than or additional! to NF. Without ex- 
be increasingly responsive to Tudeh pressures. Successor govt pur- 
porting to be based on NF might be more so. In midst country's 
ence other than to state it will be progressive. 





conte ed patting cubs a diduteuhin Cidceam WA, Shaw lb SOD 
of providing such a dictatorship (Telegram 1851, 888 ()/11-552) 
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Memorandum by the Secretary of State to the President 


TOP SECRET Wasuincton, November 7, 1952. 


Subject: Decisions if we are to move forward toward a 
sslation of the ienian dinate 


Reference is made to the memorandum to you of this date on the 
Iranian problem,' in which were outlined certain possible courses 
of action which we may wish to develop further after receiving the 
reply of the United Kingdom to ous recent proposals. Further 


: 
; 


©, t anther on advanso of up to, Sesnsenses by SNEPA 
against future purchases of Iranian oil and oil products; 





below 
*The Defense Production Act Amendments of 1951 became PL. 82-96 on July 31, 
1951; for text, see 65 Stat. 191. The Defense Production Act of 1950 was signed into 
law on Sept. 8, 1950, as PL. 81-774; for text, see 64 Stat. (pt. 1) 798. 
*The following notation in the President's appears below this para- 
graph in the source text: “Approved Nov. 7, 1952, Harry S. Truman.” 
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London about 10 days ago when a U.S. mission con- 
several days with U.K. and Anglo-lranian Oil Co. offi- 
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als Procurement Agency, were in a 

future purchases of oil or oi] products the sums needed by Iran to 
get its oil properties back into operation and to tide Iran over until 
such time as substantial oil revenues become available. It was esti- 


$100 million by DMPA against future purchases of Iranian oil and 
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oil products, and (2) whether the President is prepared to utilize 
the authority given him under Section 708(a) and (b) of the Defense 
Production Act of 1950, as amended, in approving a program under 
which U.S. oil companies, possibly in cooperation with AIOC, would 
purchase and market Iranian oil and oil products as part of a pro 
gram to settle the Iranian oil dispute. 

The question of an advance by DMPA would arise under any of 
the alternative solutions being considered. We have discussed this 


are agreed that legal authority for such an advance exists and that 
funds up to the amount of $100 million could be made available. 


fense of ourselves and our NATO partners. 

In the event the British decide that AIOC should resume the re- 
sponsibility, after a settlement, for marketing the bulk of the Irani- 
an oil, the second decision with respect to Section 708(a) and (b) of 
the Defense Production Act of 1950 would not arise. If, however, 
they were to decide in favor either of a consortium including AIOC 


arise a serious question with respect to the present anti-trust 
majors. Section 708(a) and (b) of the Defense Production Act of 


to support collective action through the United Nations in order to 
carry out the policy of the United States to promote peace by en- 
suring the peaceful settlement of differences among nations. Under 
these sections, no act or omission to act, if requested by the Presi- 
dent pursuant to a voluntary agreement or program which he has 
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Only the major US and foreign of! companion who are involved 
in a Department of Justice antitrust action have markets and tank 
ere in sufficient volume to absorb and move the quantities of ol 
which it would be necessary to move from Iran if an effective ealu 
tion to the Iranian oj] crisis ie te be worked out. Wf the British 

decide that, because of the foreign exchange and the com 
riake involved, they cannot request AIOC to assume re 
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be appropriate. to 

longer term arrangements Alternatively, during euch « 

should be possible for independent American oi! compe 

or charter sufficient tankers to relieve the major 

8. oil companies of their responsibility at the expiration of euch 

a time period 

Following a reply by the UK Government, which we expect 

daily, to our recent proposals, further prompt action on our part 

will be contingent upon the President's agreement to 

A. Authorize the use of $100,000,000 available under the Defense 

Production Act of 1950, As Amended, for the purpose of making an 
the purchase of Iranian ot! and 

B. Use au under Section 708ia) and (b) of the Lefonse 

Production Act of 1950, As Amended. to approve « pragram under 

SS eae SS Se 6 Ses Sse oe se 

operation Anglo-lranian Company would purchase 

market Iranian oi! products - 


It is recommended that the President indicate hie willingness to 
take this action if necessary to the development of » solution of the 
Iranian problem 


atl 
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The Amteasedor in the United Kingdom (Gifford) to the 
Department of State’ 


tor omomey 0 LACT Lonvon, November 14. 1962-6 p m 


2844 Byer only Bruce Ryroade and Nitee Following ie abbrevi. 
ated text paper on iran of! problem handed ue by FonOfl today 
under conditions aot forth Kimbte! 2845 today ° 

Megin Test 

(1) There will be three etagee of development 


| Inter governmental discusmone leading to agreement! for assem 
ten! compensation by arbitration by 10) of other impartial person 


or body 
a Agreement referred to under | having been reached then 


oe) San wae 3 See one 00 anyone ~~ 
) Aloo enter inte commercial negotiations wi ran 
t for purchase oi! during 


TS reas She made by 100 percent extatd 
t ' 
referred below ae caport y 

eos that DMPA wd be prepared 1 -)tOr, - 
deat whether they i Ted os Oo so, do this 


Adarsh company or direct Quantitice in ved might 
ween | and 14 million tome per annum 


yo yr artlration award. ‘term ar: 
company with Iran to interim 

siemens ond 0 ore ¢ to arbitration award Award cid be 
in form of “compensation oil over a period when it is 


thet company wid in addition to receiving ‘compensation 
oil be purchasing oi! 


(2) Purpose thie note & to give general review of ground to be 
covered in commercal negotiations between AOU and Iran for in 
tetim agreement Stage Ib above 

Two important matters beyond acope normal commercial negoti 
ations for purchase of oil on which agreement should be reached 
with Iran are 


(9) Hamemtin! thet Iran shid agree not interfere with any tankers 
eont iran porte for cage eg ge loadings nor with any craft 
available to mmeet in Thie might be covered by 


PRerprerernerd te Tether er cpoe comip form WMheettamenr semd tie thee | Miammicrn ot tine |) tnitend 
Wieetscrme op Whew Vicor convene oom is fer tive Stee rerio» cof Werte 
Men prrcretead (ME 75) 1m 
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e of letters between governments if it proves impracticable 
deal with it in arbitration ment. 

(b) Most desirable Iran shid undertake that proportion revenue 
from all sales of oil during period of arbitration be paid into neu- 
tral account, to be held against arbitration award. 


These two points shid preferably be dealt with between govern- 
ments or with some kind of governmental cover, and if possible 
before commercial negotiations begin. In any case, commercial ne- 
gotiations cld not be concluded until satisfactory understanding on 
them had been reached. 

(3) Fundamental feature Stage II is that Iran wid be free sell oil 
to all comers. Iran, therefore, may be negotiating with other poten- 
tial buyers at same time negotiations with company proceeding. 
References in this note to possible terms and conditions of contract 
to be made by company relate solely to oil with which company 
wid be concerned; terms to be obtained by other buyers wld be mat- 
ters for them to negotiate themselves. Company’s position wld be it 
can materially assist towards desired objective of achieving exports 
from Iran on substantial scale provided satisfactory terms can be 
arranged, and, of course, export company wld be free dispose of oil 
it acquires to anyone—including possibly DMPA (See II(c) above). 

(4) Commercial negotiation will call for flexible approach; neither 
practicable nor advisable attempt in advance specify too much. 
Fundamental! points are those relating quantities, prices and pay- 
ment, but agreement wid also need be reached on other consider- 
ations (see paragraph 8 below) which must be covered in any 
normal commercial contract. 

(5) Quantities. Commitment which export company cld undertake 
and speed of build-up from stage of initial liftings depend—apart 
from price factor—on practical questions such as what qualities 
will be available, and conditions in port. 

Assuming satisfactory price basis evolved, that good range prod- 
ucts available, satisfactory specifications, and that port conditions 
satisfactory, this contemplated export company’s off-take (exclud- 
ing any possible DMPA tonnages) might be developed within a year 
up to rate of 7.5 million tons per annum of products (or more in 
favorable circumstance) or say 10 million tons, allowing also for 
crude oil. 

(6) Price. There are basic considerations that arrangements must 
be such as not to risk undesirable repercussions in adjoining areas, 
and so framed as not inhibit transition later on to longer-term ar- 
rangements in Stage III. Still consistent with observance these 
basic considerations there is room for variety of method in reach- 
ing satisfactory result. 
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Eminently desirable pricing formulae be simple as possible and 
agreement include provision for export company to be given benefit 
any lower prices which Iran might quote others. 

In case of crude, it is felt aim should be straight discount off Per- 
sian Gulf posted price. 

In case of products, matter could be developed on either of two 
methods, both of which regarded as open for negotiation: 


(i) Discount off US Gulf posted price for individual products 
(Platt’s “low”) together with provision for freight absorption ele- 
ment; or 

(ii) Crude oil price, together with charge for refining to give 
agreed yield of products. 


Both in case of crude and of products, arrangements should in- 
clude provision for payment of proportion of purchase price into 
neutral account, as mentioned in paragraph 2. Such provision most 
desirable as matter of principle and also in relation need to avoid 
appearance of disparity in other areas. 

There is also question of price for oil in stock, which calls for sep- 
arate consideration as costs of producing it have already been 
borne by company. There could be flat rate of payment per ton for 
all products (at rate approximating government price in adjacent 
areas) or, alternatively, payment cld be made at varying rates per 
ton for the several products at percentage of products’ low value. 
There is, however, possibility that claim will be made that oil in 
stock be regarded as asset belonging to AIOC, and therefore includ- 
ed in their claim for arbitration; if regarded in this way it would 
not call for separate treatment. 

(7) Payment. Contemplated that provisional payment wld be 
made on telegraphic advice of quantities loaded, cargo by cargo, 
thus ensuring flow of revenue to Iran as oil shipped. Provisional 
payments would be subject adjustment when full details of cargo 
available. 

Contemplated export company wid pay in sterling; arrangements 
in respect convertibility wld be matter for inter-governmental set- 
tlement. 

(8) Other considerations. Certain practical considerations, rele- 
vant to how soon. shipments cld begin, will need be cleared. Will be 
appreciated "uany of these considerations will concern not only 
export company but also other purchasers. 

Ships could not be sent to load until ascertained by appropriate 
expert ins»ection that tankers can be safely berthed, that neces- 
sary depth of water available at jetties (not known to what extent 
silting may have taken place) and that all other facilities for safe 
handling of shins are available. A shipping agency service (which 
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might be established by some independent firm) will need be consti- 
tuted, and consideration will have be given in matters as shore ac- 
commodation for ships crews. 

Arrangements will need be made for certification quality and 
quantity of supplies loaded; wld seem advisable, in interests both of 
supplier and lifter, that independent inspection service be appoint- 
ed do this work. Will in particular be necessary establish quality of 
oil in stock from which initial liftings wld be supplied. Assurance 
that oil to be shipped is of satisfactory marketable specification 
clearly essential as regards both supplies to be drawn from initial 
stocks and those from subsequent production. 

End Text. 

Full text by pouch. 





%In despatch 2353 from London, Nov. 19. (888.2553/ 11-1952) 





No. 238 
Truman Library, Truman papers, PSF-Subject file 


Memorandum for the President of Discussion at the 125th Meeting 
of the National Security Council on November 19, 1952? 


TOP SECRET 


The following notes contain a summary of the discussion at the 
125th Meeting of the National Security Council, at which you pre- 
sided. The Vice President did not attend the meeting because of ill- 
ness. Under Secretary Bruce attended for the Secretary of State, 
and Deputy Secretary Foster attended for the Secretary of Defense 
because of the two Secretaries’ absence from the city. Mr. Leonard 
Emmerglick participated in the action on Item 2 for the Attorney 
General. 

[Here follows a paragraph in which the participants noted an 
oral briefing on the military situation in Korea.] 





1Prepared on Nov. 19, presumably by the Secretariat of the NSC. According to the 
minutes of the meeting, which consist of a list of participants and a brief list of deci- 
sions taken at the meeting, the following members of the Council attended: Presi- 
dent Truman, presiding, Acting Secretary of State Bruce, Acting Secretary of De- 
fense Foster, Director for Mutual Security Harriman, and Chairman of the National 
Security Resources Board Gorrie. Others present at the meeting included Leonard 
Emmerglick, for the Attorney General; Sidney W. Souers, Special Consultant to the 
President; General J. Lawton Collins, for the Chairman of the Joint Chiefs of Staff; 
and Lay and S. Everett Gleason of the NSC Secretariat. (Minutes of the 125th meet- 
ing of the NSC, Nov. 19; Truman Library, Truman papers, PSF-Subject file) 
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2. United States Policy Regarding the Present Situation in Iran 
(NSC 136; Memos for NSC from Executive Secretary, same 
subject, dated November 18 and November 19, 1952; NSC 107/ 
2; NSC 117; SE-33; NIE-75)* 

At the conclusion of the briefing on the situation in Korea, the 
President turned to Mr. Lay, who pointed out that the report on 
Iran constituted the sole item for consideration scheduled on the 
agenda for today’s meeting. He also pointed out that the Director 
of Defense Mobilization, though not at this meeting, had concurred 
in the present report. Mr. Lay called attention to the fact that Mr. 
Emmerglick for the Attorney General was present to discuss the 
areas of the paper which involved the Department of Justice. 

The President then turned to Secretary Bruce and asked if he 
cared to comment on the report. 

Secretary Bruce replied that he agreed with the paper and there- 
fore had no comments to make at this time. 

The President then asked Secretary Foster for the Defense views. 

Secretary Foster emphasized the seriousness with which the De- 
fense Department regarded the situation in Iran, and also stressed 
the Defense view that the present paper must be regarded as an 
interim policy. He noted that the present paper was designed if 
possible to effect a solution of the Iranian problem in the first in- 
stance by political and economic measures, and went on to express 
the hope that the courses of action set forth in these fields would 
be pursued aggressively. If the results of pursuing a policy which 
called for cooperation with the British proved unsuccessful, contin- 
ued Secretary Foster, it would be necessary for the United States 
to proceed unilaterally to get Iranian oil flowing again and to get 
Iran back on our side. In conclusion, Secretary Foster expressed 
the hope that non-military measures would succeed in solving the 
Iranian problem, but added that if they did not, the Defense De- 
partment had already reached tentative conclusions as to the feasi- 
bility of the military courses of action which the present report en- 
visaged. He said he felt constrained to point out that these military 
courses of action would be extremely difficult to implement and 
would require the transfer of American forces from other areas 
where the United States had commitments, or else an increase in 
the level of forces now in being or planned. Accordingly, it was par- 





2For texts of NSC 107/2 and NSC 117, see Documents 32 and 111. NIE-75, Nov. 
13, 1952, has not been found in Department of State files; SE-33, Oct. 14, 1952, is in 
INR-SE files. Regarding NSC 136 and the memoranda of Nov. 18 and 19, see infra. 
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ticularly desirable to achieve our objectives in Iran if possible by 
non-military means. 


Secretary Bruce then addressed a question to Mr. Emmerglick 
relative to the attitude of the Department of Justice to a move by 
the State Department to hold conversations with major oil compa- 
nies as to ways and means of getting Iranian oil flowing. 

Mr. Emmerglick replied that he agreed in principle to the insti- 
tution of such talks, and did not see any reason why the current 
problems involving these oil companies should inhibit such talks as 
the State Department desired to undertake. He did point out, how- 
ever, that the Department of Justice would naturally wish to re 
serve its position with respect to any specific plan which might 
evolve as a result of the conversations Secretary Bruce had in 
mind. 

The National Security Council: 


a. Noted the views of the Joint Chiefs of Staff, including the ref- 
erence to the Treaty of Friendship Between Persia and the Russian 
mu Federal Soviet Republic signed at Moscow on February 26, 

b. Adopted the statement of policy contained in NSC 136, ~~ 
to the revisions recommended therein by the Senior NSC S 
the enclosure to the reference memorandum of November 19. 

c. Noted that Mr. Emmerglick for the Attorney General, while 
concurring in principle with sub ph (4) on page 4 of NSC 
136, reserved the position of the Department of Justice on specific 
plans which might be submitted to it pursuant thereto. 


Note: Mr. Emmerglick for the Attorney General participated in 
the above action with the Council. The Director of Defense Mobili- 
zation was unable to attend the Council meeting, but his office has 
indicated concurrence with NSC 136, as amended. NSC 136, as 
amended, subsequently submitted to the President for consider- 
ation.*® 

[Here follow considerations of the definition of United States 
policy on problems of the defense of Europe and the German con- 
tribution, United States policies and programs in the economic 
field which might affect the war potential of the Soviet bloc, the 
security of strategically important industrial operations in foreign 
countries, United States policy toward inter-American military col- 
laboration, and the status of NSC projects as of November 14.] 





8These three lettered paragraphs and Note concerning U.S. policy regarding the 
present situation in Iran were adopted verbatim as NSC Action No. 680. (S/S-NSC 
(Miscellaneous) files, lot 66 D 95, “Record of Actions by the National Security Coun- 
cil, 1952”) 
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No. 239 
Editorial Note 


As early as September 18, the Senior Staff of the NSC had 
agreed that NSC 107/2 (Document 32) was outdated, and that the 
Senior Department of State Member should explore the practicabil- 
ity of issuing a new statement of policy to supersede NSC 107/2. 
On October 1 and 7, Executive Secretary lay distributed memoran- 
da to the Senior Staff enclosing changes in NSC 107/2 proposed by 
the Senior Defense and Senior State Members, respectively. The 
Senior Staff, in turn, directed the NSC Staff Assistants on October 
9 to prepare a draft revision of the statement of policy contained in 
NSC 107/2 for Senior Staff consideration at its meeting on October 
16. Acting Executive Secretary Gleason distributed the Staff Assist- 
ants’ draft revision of the statement of policy in NSC 107/2 to the 
Senior Staff on October 13. 

The Senior Staff failed to consider the Staff Assistants’ draft 
statement of policy until November 4, at which time the Senior 
Staff considered not only the October 13 draft statement but also 
suggested changes in it proposed in a memorandum from the 
Senior State Member which was circulated by Executive Secretary 
Lay on October 29. On November 4, the Senior Staff Members were 
unable to agree to the contents of the two documents and directed 
the Senior State and Defense Members to compose their differences 
the following day to enable the Senior Staff to resume consider- 
ation of the draft statement of policy on November 6. On Novem- 
ber 5 the Senior State and Acting Senior Defense Members success- 
fully resolved their differences, and Executive Secretary Lay that 
day circulated a memorandum to the Senior Staff to that effect. On 
November 6, the Senior Staff approved the draft statement of 
policy dated October 13, the proposed revisions thereto of October 
29 and November 5, and submitted the draft statement of policy as 
amended to the National Security Council on November 6 as NSC 
136. 

The Senior Staff of the NSC was required, however, to take fur- 
ther action on NSC 136 prior to the National Security Council’s 
consideration of it on November 19. On November 14, Executive 
Secretary Lay distributed a memorandum to the Senior Staff en- 
closing suggested changes advanced by the Senior CIA Member. 
Additionally, on November 18, Lay distributed, under a covering 
memorandum to the National Security Council, a memorandum 
signed by General Bradley in which he recommended, on behalf of 
the Joint Chiefs of Staff, that subparagraph 5b should be marked 
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with an asterisk, and that there should be inserted a corresponding 


United States forces or a reduction of pressat United States milk 
tary commitments elsewhere.” 

The Joint Chiefs of Staff also noted that there was no mention 
made in the draft statement of policy of the Treaty of Friendship 
Between Persia and the Russian Socialist Federal Soviet Republics 
signed on February 26, 1921, and recommended that the National 
Security Council not overlook this aspect of the problem when it 
took action on NSC 136. 

Consequently, the Senior Staff, on November 18, reviewed NSC 
136 in light of the CIA and JCS suggestions, and agreed to recom- 
mend to the National Security Council for its consideration the re- 
visions advanced by CIA and JCS along with three minor changes 
in phraseology. Executive Secretary Lay, under cover of a memo- 
randum dated November 19, conveyed these suggested revisions to 
the members of the National Security Council. The textual differ- 
ences between NSC 136/1, infra, and the draft statement of policy, 
NSC 136, November 6, are indicated in footnotes, infra. 

Documents cited in this editorial note are in the following De- 
partment of State lot files: S/S-NSC files, lot 63 D 351, “NSC 136: 
United States Policy Regarding the Present Situation in Iran”; S/ 
P-NSC files, lot 61 D 167, “Iran, US Policy Regarding the Present 
Situation, NSC 117, 136, 136/1”; and S/P-NSC files, lot 62 D 1, 
“Record of Meeting Senior Staff, 1950-52”. 





No. 240 
8/S-NSC files, lot 63 D 351, “NSC 136 United States Policy Regarding the Present Situation in Iran 


Statement of Policy Proposed by the National Security Council’ 


TOP SECRET [WasHIncTon, November 20, 1952.) 
[NSC 136/1] 





'This proposed statement of policy, along with a cover sheet, a memorandum, and 
a background note, all dated Nov. 20, from James S. Lay, Jr., Executive Secretary of 
the National Security Council, were circulated to members of the National Security 
Council, the Secretary of the Treasury, the Attorney General, and the Director of 
Defense Mobilization for their information as NSC 136/1 of Nov. 20, 1952, “United 
States Policy Regarding the Present Situation in Iran’. 
Lay explained in the memorandum and in the background note as well that Presi- 
dent Truman, on Nov. 20, had approved NSC 136, as amended and adopted by the 
Continued 
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lL. It is of critical importance to the United States that Iran 
remain an independent and sovereign nation, not dominated by the 
USSR. Because of its key strategic position, its petroleum re 
sources, its vulnerability to intervention or armed attack by the 
USSR, and its vulnerability to political subversion, Iran must be 
regarded as a continuing objective of Soviet expansion. The loss of 
Iran by default or by Soviet intervention would: 

a. Be a major threat to the ity of the entire Middle 


2. Present trends in Iran are unfavorable to the maintenance of 
control by a non<ommunist regime for an extended period of time. 
In wresting the political initiative from the Shah, the landlords, 
and other traditional holders of power, the National Front politi- 
cians now in power have at least temporarily eliminated every al- 
ternative to their own rule except the Communist Tudeh Party. 
However, the ability of the National Front to maintain control of 
the situation indefinitely is uncertain. The political upheaval 
which brought the nationalists to power has heightened popular 
desire for promised economic and social betterment and has in- 
creased social unrest. At the same time, nationalist failure to re 
store the oil industry to operation has led to near-exhaustion of the 
government's financial reserves and to deficit financing to meet 
current expenses, and is likely to produce a progressive deteriora- 
tion of the economy at large. 

3. It is now estimated that communist forces will probably not 
gain control of the Iranian Government during 1953. Neverthe- 





National Security Council at its 125th meeting on Nov. 19 (NSC Action No. 680; see 
footnote 3, Document 238), that the President directed the Secretary of State to co 
ordinate its implementation by al! the appropriate executive departments and agen- 
cies of the U.S. Government; that NSC 136, as amended, was being issued as NSC 
136/1; and, furthermore, that NSC 107/2, “The Position of the United States with 
Respect to Iran”, was superseded by NSC 136/1. 

Regarding the drafting history of NSC 136/1, see supra. 

*See NIE-75, “Probable Developments in Iran Through 1953,” published Novem- 
ber 6, 1952. [Footnote in the source text.) 





bility unilaterally to assure stability in the area. If present trends 
continue unchecked, Iran could be effectively lost to the free world 
in advance of an actua] communist takeover of the Iranian Govern- 
ment. Failure to arrest present trends in Iran involves a serious 
risk to the national security of the United States.’ 

4. For the reasons outlined above, the major United States policy 
objective with respect to Iran is to prevent the country from 
coming under communist control. The United States should, there- 
fore, be prepared to pursue the policies which would be most effec- 
tive in accomplishing this objective. In the light of the present situ- 
ation the United States should adopt and pursue the following poli- 





vulnerable to communist efforts to infiltrate the nationalist movement 
“3. It is now estimated that communist forces will probably not gain control of the 


Developments in Iran Through 1953’, approved November 
6, 1952." (S/P-NSC files, lot 61 D 167, “Iran, US Policy Regarding the Present Situa- 
tion, NSC 117, 136, 1396/1") 








PR Sip chan pi paced wy mn ay tt Ay 
arrangement which may in i 
such inclusion should later prove feasible. 

5. In the event of either an attempted or an actual communist 
seizure of power in one or more of the provinces of Iran or in 
Tehran, the United States should support a non-communist Iranian 
Government, including participation in the military support of 
such a government if necessary and useful.* Preparations for such 
an eventuality should include: 





elsewhere. [Footnote in the source text. This footnote di 
draft statement of policy. (S/P-NSC files, lot 61 D 167, “I 
the Present Situation, NSC 117, 136, 1396/1") 





a. Plans for the specific 
measures which 


Perfection of plans concerning 
the United Nations if and when that becomes necessary. 


6. In the event that a communist government achieves complete 
control of Iran so rapidly that no non-communist® Iranian Govern- 
ment is available to request assistance, the position of the United 
States would have to be determined in the light of the situation at 
the time, although politico-military-economic discussions leading to 
plans for meeting such a situation should be carried on with the 
British Government and with such other governments as may be 
appropriate.* In this contingency, the United States should make 
every feasible effort, . . . to endeavor to develop or maintain local- 
ized centers of resistance and to harass, undermine, and if possible, 


to bring about the overthrow of the communist government. 

7. In the event of a Soviet attack by organized USSR military 
forces against Iran, the United States in common prudence would 
have to proceed on the assumption that global war is probably im- 
minent. Accordingly, the United States should then immediately: 


a. Decide in the light of the circumstances existing at the time 
whether to attempt to localize action or to treat it as a casus belli. 
In either case necessary measures should include direct diplomatic 
action and resort to the United Nations with the objectives of: 


(1) Making clear to the world the aggressive character of the 
Soviet action. 
(2) Making clear to the world United States preference for a 
solution and the conditions upon which the United 
tes would, in concert with other members of the United Na- 
tions, accept such a settlement. 





*The word “legal” rather than “non<ommunist” appeared in the Nov. 6 draft 
statement of policy. (S/P-NSC files, lot 61 D 167, “Iran, US Policy Regarding the 
Present Situation, NSC 117, 136, 1936/1") 

*The phrase “and with such other governments as may be appropriate” did not 
appear in the Nov. 6 draft statement of policy. Rather, the phrase “and, as appropri- 
ate, with the Turkish Government” appeared in its place. (S/P-NSC files, lot 61 D 
167, “Iran, US Policy Regarding the Present Situation, NSC 117, 136, 1396/1") 
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te to the security of the United 
to maintain, if necessary, an Iranian Government-in- 





No. 241 
88K 2553/11-2252 Telegram 


The Acting Secretary of State to the Embassy in the United 
Kingdom' 


SECRET Wasuincton, November 22, 1952—4:12 p. m. 


3510. Eyes only Gifford and Mattison. Secy and Mr. Eden had 
brief discussion on Iran situation in NY Nov 21. At conclusion of 


point of collapse. We believe it the 
present period, although it may be relatively calm in outward ap 
pearance, we are soon to face a new crisis which in all probability 
will be determinative. 
“There is at the moment in Iran a feeling of some 
pectation that somehow or other the United States 


for all practical tenn wy bene op Feb 
. It does not follow automatically that the 
would come immediately into power. It 
that - po no return had 

there 


passed in the Iranian situation and would remain 





‘Also sent to Tehran. Drafted and signed by Byroade. 
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nothing that the US and UK, in concert of individually. could do te 
save the situation 


ectant qesattsenatien of Uke Group can cay ures to mane eaters 
worse. There @ reason to believe that tional importest mem 
bers of the National Front may shortly move into the oes oot with 

sendeved npetent lt ie aot —! 


that Mosadeq in the near future will addressing 
and ultimatum upon the United inte hich could on!) serve to 


"For the past 18 monthe the United States hae utilised ite greet 
est efforts in attempting to put forth ideas which could te @ 
oye coopie solution The last euch effort resulted in (he 
ideas which Mr Nitse seseaty Sesumee with British represents 
tives in London The United States believes that these discussione 
were helpful and that pragrese hae been made within recent weeke 

“The United States ie studying with pres © the plan produced 

the British within the past week In epite of the pragrese thet 
do not feel that thie plan meets the present sity 
ation We believe that arrangements under phase 2 would have to 
hold real inducement to the Iraniane to arrive at « satisfactory 
upon the questio. © compensation in phase | We do 
Ding Brit.et plan holde euch inducement Thie 
plan speake of |) 2 Se SS ee SFO 10 
million tons per annum It seeme clear that thie ie an inadequate 
movement of oi] to meet the Iranian economical and financial site 
ation. If we consider that part of the payments to ren would have 
to be set aside for compensation and to meet advances on part of 
the US Government it is clear that remaining funde available to 
Iran would indeed be inadequate It hae been our feeling that o 
minimum of twenty million tone per annum must be tea 
sonably ptly in order to effect a solution 
“The United States also cannot believe that there @n't some 


We have not given up the possibility that Mosadeq might be in 
duced to put ewesd a satisfactory lumpeum settlement offer 
There may even be variations of thie idea An example might be 
found practices of the US Government during the two world 
wars. The United States in obtaining private property for Govern 
ment use set what it beliewed to be « fair walue on the ; 
taken The owner was notified of thie amount and infor that he 
could collect the full amount in full settlement of hie claim at hie 
If the owner did not agree that the amount apecified by the 
Government was a fair value. he could chal that evalue 
tion and carry hie case th h legal proceedings In euch » came 
the US Government notified the previous owner that he could col 
lect at will % of the total amount. leaving the remainder to be set 
tled at the final determination of the y walue Al any time 
the owner could exercise the option of claiming the remainder of 





ee SFes fF §F 
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‘»f3 


the UR Government mar have no alternative byt to move forward 
ih a trenmer beet desgned in ite opinion to wave Itan 


1) wae apparent during the discuamon that Mr Hiden wae not fo 
triliat with loteet plan diactoned by ("RK and there wae litthe discus 
sion oof eubetemce om ans epecific aepect of the oi! problem Biden 
indicated hac full agreement thet both Crorte shid step up their eof 
forte om an effort to aclwe the problern He stated thet he wid be 
delighted ( sore of cur rege wid agen come to London for thie 


pret prome 

The queetson of o prem redemae ty UR Cront covering questicn of 
perches of Iran on! by UR firene ot individuals wae alec dincusned 
Fider wa: informed thet we had accepted almoet all of thet pro 
promed changes and had gome me far ae we cid to meet thew primers 
cfbyextacer to the staterment Sey informed Hiden that we vid rebemae 
teet at an earl) date There « mo definite date act at thie tite byt 


S vetbpercnseder SRerridiermecne vices 6 Oh esatbreraget one 
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the release will probably be made on Wednesday in Washington. 
Text of statement will be furnished by separate cable * 


"The basic text wae cabled to Londen in telegram 3511, New 22 (WHR 2658/1) 
) The statement however wae not released to the prem until Dec 6 For the 
in 


Ay tee telegram 351). eee Department 
_p 006 


No. 242 


we Phe 1) one Telegram 


The Acting Secretary of State to the Embaany in the United 
Kingdom ' 


Wasninaton, November 25, 1952—7:02 p m 


yee only Gifford Last portion of memo reporting Secy's 
statement to Mr Eden (ref Deptel 3510 to Lon,’ rptd Tehran 1256) 
revised as below Firet five paras ending with phrase “in 
order to effect a solution remain unchanged Thies revision was 
passed to Brit here Tuee evening Revision was suggested by Secy 
for purpose of clarity ae Brit seemed to have some doubte as to 
meaning of previous text 
“Ae it appeare that AIOC may find iteelf unable to move but a 
portion of the Iranian oil which clearly must be moved, it may be 
that arrangements will have to be made by US Govt to meet the 
remainder of the problem We are working urgently to determine 
what type of arrangements cld be made by US companies and wid 
like to discuse these arrangemente with Brit at earliest possible 
date 
“The US also cannot believe that there ien't some other method 
of moving forward on the question of compensation We have not 
given up the possibility that Mosadeq might be induced to put for 
ward « satisfactory |lumpeum settlement offer There may even be 
variations of thie iden An example might be found among prac 
tioee of US Govt during the two world ware The US in obtaining 
private property for Govt use set what ie believed to be a fair value 
on the property taken The owner wae notified of this amount and 
informed that he cid collect the full amount in full settlement of 
hie Gaim at hie option Wf the owner did nol agree that the amt 
specified by the U'S Govt wae a fair value. he cld challenge that 


Rerpermterd tc Tetirmr epee comls fon Matt sccor [br mfterd ard caged brs Patcomde 
* Seaprre 
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evaluation and carry his case through legal proceedings. In such a 
case, the US Govt notified the previous owner that he cld collect at 
will % of the total amt, leaving the remainder to be settled at the 
final determination of the property value. At any time the owner 
cld exercise the option of claiming the remainder of the x amt 
originally specified by the US Govt or continue to debate the 
matter through negot or legal proceedings. 

‘We believe that a new and more vigorous effort is required on 
the part of both Govts, and we will be quite prepared to send reps 
to Lon, or to receive their reps here, if this wid facilitate matters. 
For its part, the US now has approval at the highest level to make 
available the sum discussed by Mr. Nitze in Lon. 

The feeling that some move on the part of the West is necessary 
in the Iranian situation is growing steadily within all interested de- 
partments within our Govt. We feel it of utmost importance that 
some move be made with the Iranians prior to or at the time of 
Loy Henderson's return to Tehran which shld take place within 
two or three weeks. For our part, it remains our firm hope that a 
solution can be found by the Brit or certainly that one can be 
found that will be fully acceptable to the Brit. In the event that 
this proves to be impossible, it is not believed that the US Govt can 
afford to remain idle while the Iranian problem drifts into a stead- 
ily worse situation. We wid in any event always consult with the 
Brit and strive for the solution which wid be most acceptable to 
them. In the last analysis, however, the US Govt may have no al- 
ternative but to move forward in a manner best designed in its 
opinion to save Iran.” 

Bruce 


No. 243 


Memorandum by the Acting Secretary of State to the President 


TOP SRCRET WASHINGTON, |undated] 
Subject: Iranian Oi! Problem 


Attached is a suggested letter which you may wish to send to the 
Department of State This letter is designed to carry out the deci- 
sions which you made on November 7 in endorsing a memorandum 
in respect of the decisions necessary to move forward towards a so- 
lution of the Iranian dispute 

Since last | talked with you on this subject, we have had further 
conversations with the British which make it appear probable that 
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the participation of our major oil companies will be necessary if we 
are to achieve a solution of the Iranian oil problem. 
Davip Bruce 


[Enclosure] 


Draft Memorandum by the President to the Secretary of State! 


TOP SECRET |WASHINGTON,] November 26, 1952. 


As you are aware, I am considering a new approach to the Irani- 
an oil dispute, which seriously threatens to deprive the free world 
of the oil resources of Iran on which depends the integrity and po- 
litical independence of Iran itself. The approach would include the 
utilization of the authority granted me by the Congress in section 
708 (a) and (b) of the Defense Production Act of 1950 as amended. 
Under these sections I am authorized to approve a voluntary agree- 
ment or program, under which one or more United States compa- 
nies, acting in cooperation with the Anglo-Iranian Oil Company, 
would purchase and market Iranian oil and oil products. 

In order that I may determine what type of agreement and pro- 
gram would be most likely to contribute to the national defense by 
leading to a solution of this situation, I hereby request you urgent- 
ly to engage in exploratory discussion with representatives of 
United States oil companies and with the Anglo-Iranian Oil Com- 
pany for the purpose of determining what type of action by me 
would produce the result desired. You will, of course, consult with 
the Government of the United Kingdom and such other countries 
as you consider necessary. You should also keep informed the At- 
torney General, the Defense Production Administrator, the Petrole- 
um Administration for Defense of the Department of the Interior, 
and the Defense Materials Procurement Administrator, and such 
other agencies as you think necessary.” 





‘At the bottom of the record copy of this memorandum appears the handwritten 
notation, “OK H.S.T.” 

2On Dec. 3, Acting Assistant Secretary of State for Economic Affairs Linder ad- 
dressed letters to Attorney General McGranery, Defense Production Administrator 
Fowler, Defense Materials Procurement Agency Administrator Larson, and Secre- 
tary of the Interior Chapman informing them of the President's decision to proceed 
under Sections 708(a) and (b) of the Defense Production Act of 1950 as amended and 
enclosing for their information copies of the President's memorandum of Nov. 26 
addressed to the Secretary of State. (888.2553/ 11-2652) The text of the Dec. 3 letter 
to McGranery is in The International Petroleum Cartel, the Iranian Consortium and 
U.S. National Security, prepared for use of the Subcommittee on Multinational Cor- 
porations of the Committee on Foreign Relations, United States Senate, Feb. 21, 
1974 (Washington, Government Printing Office, 1974), p. 25 
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No. 244 
888.2553/ 12-352: Telegram 


The Secretary of State to the Embassy in Iran! 


TOP SECRET WASHINGTON, December 3, 1952—5:47 p. m. 
PRIORITY 


1838. Eyes only Mattison personal from Henderson. In ur discre- 
tion, pls deliver in utmost confidence fol personal msg from me to 
Mosadeq: 


“1, As I expected I found on my arrival here that the US Govt is 
deeply concerned at the situation in Iran and responsible members 
and officials of Govt are of opinion that it is extremely important 
for Iran’s future prosperity that oil dispute be settled as soon as 
possible. They have, therefore, been carefully exploring every 
avenue which might possibly lead to settlement. They face, howev- 
er, a basic problem in disposal of the matter of compensation in a 
manner which would be acceptable to the Govt of Iran and to the 
British. A number of suggestions have been made as to formulae 
which might possibly be agreed to by Iran and the Brit for govern- 
ing arbitral proceedings instituted for the purpose of determining 
the amount of compensation due. Among those suggestions is a for- 
mula which wld take into consideration ur note of Sept 24 to 
PriMin Churchill? in which the fol statement was made: 

2. ‘Determination of the amount of compensation to be paid for 


property peenng © the former oil company at the time of the na- 
t 


tionalization of the oil industry in Iran and arrangements for 
paying this by installments based on any law carried out by an 
country for nationalizing its industries in similar instances which 
may be agreed to by the former oil company.’ 

3. With this statement of yours in mind, US officials who have 
been studying the question of compensation have asked for my 
opinion whether you wld consider a formula somewhat as follows: 

4. There shall be submitted to some Board of Arbitration agreed 
to by both disputants, possibly appointed by the Internat] Court of 
Justice, the question of compensation to be paid in respect of the 
nationalization of the enterprise of the Anglo-Iranian Oil Company 
in Iran. This Board shall not question the validity of Iran’s Nation- 
alization Law and shall in setting the amount of compensation con- 
sider those standards which the Sprit Govt used in determining the 
amount of compensation to be paid to any of the ae which 
it nationalized during the past ten years which in their opinion 
may be appropriate. 

5. The problem which I wish frankly to place before you is that it 
is apparently the view of the Brit Govt, a view widely shared b 
the whole internat] business world, that any formula for determi- 





‘Drafted by Richards and Stutesman and cleared in draft by the Secretary of 
State, Henderson, Fisher, and by Nitze, Linder, and Bonbright. Approved for trans- 
mission by Byroade. 

2See footnote 1, Document 216 
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nation of the value of property nationalized shld not specifically 
deny the Board of Arbitration the privilege of considering the earn- 
ing value of property. It is thought that any appraisal of property 
which fails to take into account, as one of many factors, its earning 
power wid strike directly at the whole fabric of investment both 
national and internatl. I am wondering if there is not room within 
your formula quoted above to accommodate this pt of view. 

6. The US has not consulted with the Brit on this matter nor are 
the Brit aware of this confidential msg from me to you. No one can 
know in advance which nationalization law might be chosen by the 
arbitrators as basis for determination of compensation. There are 
many such laws and the Board of Arbitration would be free to 
choose the most appropriate one. Nevertheless, since it is my sin- 
cere desire that you be fully informed before making any reply on 
this important matter, I must point out to you that the British 
Coal Industry Nationalization Law of Dec 1945 has the fol provi- 
sion for determination of compensation: 

7. ‘The Tribunal shall determine the global sum required to pro- 
vide a fair compensation to the owners of the assets described in 
Annex I hereto for the transfer of those assets to public ownership, 
and for that purpose shall ascertain the amount which the assets 
might be expected to realize if sold as one unit in the open market 
as assets of a going concern by a willing seller to a willing buyer on 
the basis of (a) the net annual maintainable revenue, that is to say 
the net annual revenue which the assets as a whole might reason- 
ably be expected to earn in the future, if they were not transferred 
to public ownership, and (b) the number of years purchase to be ap- 
plied thereto.’ 

8. I wid be grateful if you cld let me know through Mr. Mattison 
in confidence whether you wld be willing to agree that some board 
of arbitration determine the amount of compensation to be paid to 
the Anglo-Iranian Oil Company on the basis of your formula 
quoted in para 2 if carried out according to para 4. Of course, I 
would also appreciate any other comments which might be helpful 
in connection with this matter and I can assure you that anything 
which you might tell me will be treated with such degree of confi- 
dence as you might specify. Kindest regards.” 


In communication foregoing to Mosadeq you shld make its per- 
sonal unofficial character absolutely clear. Pls also inform Mosadeq 
that it wld be personally most embarrassing to me were substance 
this msg to become public. Translation of msg may be handed Mo- 
sadeq in interests accuracy and understanding, but any translation 
shld be informal and unofficial and on plain paper. Reply shld be 
through you only. 

ACHESON 
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No. 245 
888.2553/12-452: Telegram 


The Secretary of State to the Embassy in the United Kingdom! 


SECRET PRIORITY WASHINGTON, December 4, 1952—6:22 p. m. 


3763. Pls inform FonOff that mtg on Iran problem held today in 
Dept with reps major Amer oil cos.? Discussions assumed solution 
must be one which wld secure Brit and AIOC coop and which wld 
involve equitable settlement problem compensation. Latter point 
made unmistakably clear in view comment urtel 3110.3 Discussion 
centered around manner in which US cos cld participate in effort 
move quantity oil from Iran that we have believed necessary to 
meet Iran situation. Mtg was inconclusive and will be resumed 
next Tues after various reps have had time adequately consider 
problem.* 

It is now contemplated Nitze will depart here for Lon next Wed 
fol second mtg with oil reps. You will be informed later as to exact 
time arrival. 

As regards pending press release (Deptel 3511 rptd Tehran 1257)5 
on question purchase oil from Iran by Amer firms or individuals it 
has now been decided that this will be issued on Sat at 12:00 noon 
Wash time.® This action results in no way from above described 
mtg but is forced upon us by greatly increased pressure from press 
as to our position re so-called embargo. Art appearing today’s 
Newsweek has greatly added to that pressure. You will recall that 
Secy informed Eden in New York he anticipated we wld shortly be 
forced into position where we cld no longer refuse to comment. Brit 





‘Repeated to Tehran. Drafted by Byroade and approved for transmission by Rich- 
ards. 

2A memorandum of the discussion at the meeting is not printed. (Secretary’s 
Memoranda of Conversation, lot 65 D 238, ‘Memo from S & U-1952”) 

3On Dec. 3 the Embassy reported that Shell officials told the British Foreign 
Office that Department of State officials had been telling the American oil compa- 
nies that the Department had examined the possibility of having Shell and AIOC 
move 10 million tons of Iranian oil between them with the American companies 
moving 10 million more. There was no indication from this report that the move- 
ment would be premised on Iranian acceptance of satisfactory arrangements regard- 
ing compensation. The Embassy was therefore requesting guidance concerning the 
position that the Department had taken in its conversations with the oil companies, 
particularly on the compensation issue. (Telegram 3110; 888.2553/ 12-352) 

*This second meeting was held on Dec. 9. (888.2553/ 12-952) 

5See footnote 3, Document 241. 

®Dec. 6. 
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Emb informed re press release. Hope FonOff can be urged restrain 
tone their proposed statement.’ 
ACHESON 





™Eden’s proposed statement was transmitted to the Embassy in London in tele- 
gram 3780, Dec. 5. (888.2553/ 12-552) 





No. 246 
888.2553/ 12-652: Telegram 


The Charge in Iran (Mattison) to the Department of State 


TOP SECRET NIACT TEHRAN, December 6, 1952—7 p. m. 


2181. Personal eyes only Amb Henderson. 

1. I saw Mosadeg this afternoon for one and one half hours and 
delivered your msg with strict caution re its personal and secret 
nature. (Deptel 1338, Dec 3) He was obviously extremely fatigued 
but became more animated during course of conversation. 

2. He read message carefully twice and then commented. He fi- 
nally wrote out hurried reply free translation of which is transmit- 
ted in my immed fol tel.! 

3. Gist of his oral comments fol: 


a. He was disappointed and suspicious that the message was one 
instigated by Brit. Typical of his reasoning was statement, “If this 
has not been approved by Brit what reason is there for bringing 
this to me’. I did my best to disabuse him of this notion pointing 
out particularly that you had taken pains in paras 6 and 7 to be 
entirely fair in your presentation. 

b. He said that because of personal and secret nature of message 
he cld not discuss it with his advisors. Therefore all that he cld say 
was that if your message was in accord with proposals Iranian 
Govt made to Brit and was accompanied by twenty million pounds 
AIOC representatives cld proceed Tehran and subsequent payment 
of twenty-nine million pounds cld be made after conclusion negots. 

c. Without being contentious I attempted to persuade him that 
plan had merits both in its simplicity and fairness to all parties 
concerned. He said that his proposals to Brit had been approved by 
Majlis and therefore cld not be changed. 

d. Mosadeg reiterated several times that he had hoped that you 
wld be able to make arrangements for large scale purchases of Ira- 
nian oil by US Govt and US companies. I explained difficulties; 
PriMin said he aware that you faced extremely difficult task. If 





‘In this reply, Mosadeq said that Henderson’s message would be acceptable only if 
it conformed with the proposals of the Iranian Government which had been submit- 
ted to the British Government. He also stated that the Iranian Government would 
not deviate from its proposals. (888.2553/ 12-652) 
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you had not been successful he wid understand and hoped that you 
cld soon return here to help him with problems he faced. 


4. Whole interview was extremely cordial and PriMin explained 
that he was speaking bluntly because he felt he was speaking with 
friends. 

5. My only comment is that Mosadeg still adamant and fixed in 
his approach to oil question. However he again definitely stated his 
willingness arbitrate under all of conditions he has named. 

6. It was agreed that we wid answer press inquiries re interview 
along lines that it had been three weeks since I had talked with 
him, that I had called to make arrangements for visit Sen Spark- 
man and Gillette and that other gen matters had been discussed. 

MATTISON 





No. 247 


SBA.10/ 12-1052 


Memorandum of Conversation, by the Assistant Secretary of State 
for Economic Affairs (Linder) 


SECRET WASHINGTON, December 10, 1952. 
Subject: Eximbank Loan to Iran 
Participants: Mr. Gaston, Chairman of the Board, Eximbank 

Mr. Walter Sauer 

Mr. Stambaugh 

Ambassador Henderson 

Mr. Linder (E) 

Pursuant to a decision reached in the Secretary’s office this 
morning,' Ambassador Henderson and I called on Mr. Gaston, 
Chairman of the Board of the Export-Import Bank. The Ambassa- 
dor led off by explaining that the establishment of credit by the 
Bank would be of great value in improving our relations with Iran. 





‘In a memorandum of Dec. 8 to Acheson, Byroade recommended that the Export- 
Import Bank be informed that the Department had no political objections to the 
grant of such a loan and that it approved early consideration of the loan on its eco- 
nomic merits. (888.10/12-852) 

On Dec. 10, Secretary Acheson met with Ambassador Henderson along with 
Linder, Byroade, Bonbright, Richards, and Foy D. Kohler of the Policy Planning 
Staff. Byroade explained that the Export-Import Bank had previously held up imple- 
menting the loan to Iran for political reasons, but he now thought that the Bank 
should be informed that the Department no longer objected to the loan. Linder and 
Bonbright disagreed with Byroade’s recommendation, but Ambassador Henderson 
supported Byroade. Secretary Acheson instructed Linder and Henderson to discuss 
the matter further with Herbert Gaston, the Chairman of the Board of the Export- 
Import Bank. (888.10/12-1052) 
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He then indicated that he was not expressing the Department's po- 
sition, which he thought I should undertake to do. 

I stated that the Department had given the matter careful con- 
sideretion and had concluded that we thought it would be extreme- 
ly helpful if the Board of the Bank would establish a credit of ap- 
proximately $25 million. The Iranians must of course be made to 
understand that the establishment of credit did not mean the im- 
mediate flow of funds in their direction, and recognize that specific 
projects would have to be worked out on a basis acceptable to the 
Bank as well as to their Government. 

Mr. Gaston said that at the time the loan was under consider- 
ation 18 months to two years ago the Bank was of the opinion that 
repayment could only be expected if oil was flowing from Iran. He 
asked what the prospects for a settlement of the dispute were, and 
wanted particularly to know whether the granting of the loan 
would help in accomplishing our purpose or retard a resolution of 
the controversy. I replied that we had been hard at work over a 
long period of time in an endeavor to work out a deal between the 
Iranians and the British. Thus far we had not been successful, and 
while we are not without hope, I could not promise that a settle- 
ment could be anticipated within any specific period of time. Re- 
sponding to his question, I told him that we, of course, had consid- 
ered whether the opening of a line of credit would help or hurt the 
prospects of a settlement. We were convinced that it wouldn’t hurt, 
and if our judgment of Eastern psychology was correct, we believe 
that our relations with Iran would improve if the credit were 
opened, although we could not go so far as to say that the chance 
of a settlement would be specifically increased. 

Mr. Sauer, who had worked on the loan in the past, said that the 
negotiations had originally bogged down because the Iranian repre- 
sentatives were never authorized to sign the loan agreement which 
included specific provisions for some surveillance over and approv- 
al of projects. Ambassador Henderson and I recalled that approxi- 
mately a year ago the Majlis had approved the loan agreement and 
the reason it had not been consummated was reluctance on the 
part of the State Department to give its consent. 

When the conversation turned again to the security for the loan, 
I explained that if we could get the oil flowing there would appear 
to be no question about the desirability of the credit from a purely 
banking point of view. With this, Mr. Gaston heartily agreed. If, 
however, no resolution of the oil issue was reached and our fears as 
to the stability of the Iranian Government were borne out, then it 
would be some months before the Bank’s funds were actually ad- 
vanced. The Bank could then presumably find some basis for limit- 
ing or terminating further advances. 
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We explained the importance of avoiding any leak of the sub- 
stance of our discussion and it was agreed that the matter would 
not be brought up at the next meeting of the Bank’s Board, but 
consideration would be given to raising the matter at the Board 
meeting on the 18th.? 

It was clearly understood that if the Bank approved the credit, 
Ambassador Henderson would be careful to explain to Dr. Mosadeq 
that no funds would be forthcoming for several months and that a 
prior condition to the advance of funds would be agreement be- 
tween the Iranian Government and the Bank as to the specific 
projects. This might require surveys in Iran to be made by one or 
two representatives of the Bank, who might be assisted by TCA 

Harovp F. LinpER 





*According to a memorandum of conversation drafted by Linder on Dec. 12, 
Gaston had, that day, indicated to Linder that he favored proceeding with an 
Export-Import Bank loan to Iran. It was decided, however, to delay bringing the 
matter before the Bank's Board for formal action until Henderson returned to 
Tehran and Secretary of State Acheson returned from Paris, where he was attend- 
ing the North Atlantic Council meetings. (888.10/ 12-1252) 


RAR 2553/12-1152 Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


SECRET Lonpon, December 11, 1952—5 p. m. 


3288. For Byroade, Linder and Henderson, from Nitze. Met yes- 
terday afternoon with Dixon, Bowker, Maud and other members 
UK Iranian Oil Committee. I explained our concern with 10 million 
ton offtake as it affects: (a) Inducement to settlement phase one; (b) 
Adequacy to meet Iran's econ problems; and (c) Terms on which 
NIOC wid be free sell to others. I referred our discussion with US 
Oil Companies operating in ME; our impression they disposed to 
help in working out problem to meet Iranian problem; and fact 
that neither companies nor we had firm ideas as to how such pro- 
gram shid be developed. | went on to say there were certain prob- 
lems which had arisen trom these discussions and certain possible 





‘Repeated by the Department to Tehran as telegram 1445 (888.2553/ 12-1552); also 
repeated to Paris for the Secretary of State, who was there attending the Tenth Ses- 
sion of the North Atlantic Council, Dec. 15-18. Regarding these meetings, see the 
editorial note in vol. v, Part 1, p. 348 
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lines of approach to these problems which we thought profitable to 
explore with HMG. 

I said if AIOC cid not itself handle offtake of say 20 million tons, 
and such offtake necessary to solution, ques arose as to whether 
other companies operating in area cid help. I said these companies 
all had adequate sources supply and wid want take oil from Iran 
only if necess to solution; that we felt if US companies asked to co- 
operate, Shell and possibly the French company shid also be asked; 
and that some of our companies felt that if cutbacks in other ME 
production shid be necess, Kuwait shid bear most of burden. UK 
rep agreed in general with these points. 

I discussed problems which we foresaw if NIOC to offer oil freely 
to all comsrs and in any amts at prices down to price at which 
AIOC’s export subsidiary might be buying from NIOC. I| said we 
concerned that in this contingency NIOC’s net return per ton wid 
remain stable while that of Saudi Arabia, Kuwait and Iran |Jrag| wid 
decline under 50/50 formula, setting up pressures which cid result in 
spread of nationalization to those countries. | suggested this prob- 
lem might be met by provision in AIOC contract which related dis- 
count to volume and which was protected by most favored nations 
type of provision. Brit reps agreed this worth exploring but won- 
dered whether wid be negotiable with Iran. 

I said we felt it might be negotiable but only if volume contem- 
plated by AIOC contract was in itself adequate give prospect of 
meeting Iran's econ requirements. 

I then discussed problems we foresaw in resale arrangements be- 
tween AIOC’s export subsidiary and other companies which might 
cooperate in increasing offtake from Iran. I said US companies wid 
not want this oil; that they probably shid not be asked to pay more 
for it than AIOC’s cost; and that might be worthwhile exploring 
possibilities of contract which wid be in nature of a “put”. In other 
words AIOC wid have right, on adequate notice, to call on cooperat- 
ing companies to take delivery specified quantities at its cost. Brit 
reps agreed this idea also worth further exploration 

I went on to say that we were considering working out arrange- 
ments under which our companies and AIOC, together with reps of 
US and UK Govts might meet together to work out more detailed 
proposals. This might take some time. In meantime we thought 
might be advisable make limited amount of econ assistance, uncon- 
nected with oil settlement, available to Iran. No position on ques 
taken by UK reps. It was agreed this ques, as well as ques of how 
far Henderson might go when returns to Iran in indicating what 
might be possible under phase two shid be subject of further discus- 
sion between Acheson and Eden in Paris. Dixon thought Sunday 
afternoon might be most convenient time for such discussion. 








line with return elsewhere plus 25 to 30 cents for costs i 
depreciation j - 
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24 (2-142 Telegram 


The Ambassador in France (Dunn) to the Department of State’ 


TOP SECRET Paris, December 14, 1952—11 p. m. 
3475. Following memo handed Dixon, United Kingdom Foreign 
Office by Nitze today: 
Begin Verbatim Text: 


Points to be made in discussion with Eden on Iran 

1. Background of our discussions with United States majors. 

We were concerned that an off-take of ten million tons as con- 
templated by the British paper would not be enough (a) as an in- 
ducement to the settlement of compensation; (b) to meet Irans eco- 
nomic problems and (c) permit the negotiation with NIOC of ade 
quate protective provisions with respect to the sale of the remain- 
der of Iran's oil. 

If an off-take of say 20 million tons were necessary to 4 solution 
of the Iranian question and AIOC were not in a position to handle 
so large an off-take by itself, the question arose as to whether other 
companies operating in the area could help. Discussions with the 
United States majors confirmed that they all considered their 
present sources of supply in the Middle East to be adequate and 
would only want to purchase Iranian oil if it were necessary to a 
solution. They felt that if they were asked to cooperate, Shell and 
possibly the French company should also be asked to cooperate, 
and that if cut-backs in other ME productions should be necessary, 
Kuwait should bear most of the burden. 

In London, Nitze discussed with Dixon and other members of the 
oil committee and also with the AIOC the technical problems. One 
related to the type of provision which might be necessary in a con- 
tract between AIOC and NIOC to protect by a most-favored-nation 


'The Department repeated this telegram to Tehran. (888.2553/ 12-1452) 
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type of clause the relationship between discount and volume 
other question related to the terme on which AIOC might resell to 
others oi] which it could not itself market It be advimable to 
work out arrangements under which representatives of AIOU the 
United States majors tagether with representat.vee of the United 
States and United Kingdom governments might meet tagether to 
work out more detailed proposale with reapect to phase two Thie 
might take some time 

2 Line which Henderson might take on hie return to Iran 

We believe it necessary that Henderson return to lran within the 
next week or ten daye We believe we have gone as far ae we can 
usefully go in clarifying what might be within the realm of the poe 
sible from our standpoint and that of the British without further 
clarification of what might be possible in Iran We think it might 
be advisable for Henderson to take approximately the following 
line in talking with Mosadeq 

The United States has clarified ite position with roepect to the 
so-called oi! blockade and the possible movement of emall quanti 
ties by United States independents The United States does not be 
lieve any substantial quantity of oi! can or will be mowed by inde 
pendents The United States believes that a substantial movement 
of oil will only be possible if a settlement of the compensation 
issues can be worked out on terme which are acceptable both to 
Iran and to the United Kingdom If the compensation meve can be 
gotten out of the way we believe that two things will be possible 
(a) A large and immediate advance to Iran against future ot! deliv 
eries. The United States Government would be the source of the 
funds, but it could be so arranged that the advance was made by 
AIOC or a subsidiary thereof, (b) that arrangements could be made 
for a movement on commercial terme of substantial quantities of 
oil as rapidly as production could be restored in Iran 

On compensation, Henderson would urge on Mosadeq acceptance 
of the principle of arbitration either by the World Court or some 
other arvitral body He would refer to Mosadeqs previous stat 
ment that the Court would be free to follow the principles cow 
tained in the nationalization laws of any other country in the light 
of the law under which coal nationalization took place in the 
United Kingdom He would take the position that the conditions to 
arbitration which Mosadeq had laid down could not be accepted 

If it appears from Mosadeq's reaction that he will still not accept 
the principle of arbitration without conditions but would be pre 
pared to offer, on his own initiative, an adequate lump sum settle 
ment Henderson would explore this possibility He would make it 
clear that the British have never acceded to, or expressed a willing- 
ness to consider, this type of solution, but that if Mosadeq were to 
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come forward huneell with an adequate offer we would be pre 
pared to lake i up with the Rritieh 
a Demmitshe cccrcnms: aametarce to Iran 
In the event Hemderacn i unable ic make an) pragrom ith Mo 
on compenaation the |inited Mates feels thet it may be wiae 


We understand thet Mr Gut! hae eubrmittied to Mosadeq « pro 
gram’ involving revieed and inc reseed tasee and « reform of their 
foreign cachange praceduree which chowld in iteell go a eubetantial 
way toward alleviating the current budgetary deficit of Iran We 
understand that Mr Gutt believes that with « loan of 30 to 50 mil 
to the Hank Mell) the remainder of Iran: budgetary 
periad of 12 to 1S monthe might be met 
Henderson > offerte to pereusde Mosadeq to agree to 
eettioment of the compensation meue fail it would be our 
make econome ammetance of thie type available to Iran 
hope that the Briti#h Government would cooperate 
British public to understand that thie ie in further 
of our common purpose: and dore not run counter to the ab 
taining of » proper on! aettlement 
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The Ambassador in France (Dunn) to the Department of State’ 


TOP sRCRET Pani. December 16. 1952—la m 


3494 Eden and Dixon discussed Iran with Secretary and Nitze 
this afternoon Eden had read memorandum handed Dixon yester. 
day and had had preliminary comments from London Part one of 
memo seemed generally acceptable subject to working out details, 
particularly degree to which Kuwait bears major burden of any 
cutback Part two generally acceptable except for implied sugges- 
tion that Henderson might urge Mosadeq come forward lump sum 
settlement Eden said he had not cleared this type settlement with 


‘Repeated to London for Palmer 
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Cabinet and beliewed «much lem eatiefactory their etandpornt 
than arbitration Clear UK takes very seriously any suggestion of 
lumpeourm eettioment primarily because of domestic political con 
sideration Leathers and Churchill violent!) opposed 

Recretary finally agreed that (a) Henderson if not succesful 
with arbitration approach wid not solicit lump eur settlement 
after from Mosadeq without having firet checked back Washington 
(b) we wid bear in mind UK desire to talk with ue further and poe 
sibly attempt discourage ue from making euch a move bul (c) made 
it clear we might well instruct Henderson caplore lump eum settle 
ment either without further checking with them or in epite of their 
Ghjection’ After meeting Dison and Nitve drafted following 
rewording of pertinent para in memo given Dison previous day 


lf Henderson after using al! possible arguments finde it impor 
sible to persuade Mosadeg to accept the principle of arbitration 
without unacceptable conditions Henderson wil! report hie discus 
sions to Washington before taking further actions US Govt be 
liewee that in thie contingency and depending on the nature of the 
position taken by Mosadeq it may be advisable to instruct Hender 
son to explore with Mosadeq the possibility that he offer an ade 
quate lump sum settlement which the US Govt cld then take up 
with HMG US Govt understands that HMG have never agreed to 
consider a lump sum settlement and may wish to discourage US 
Govt from exploring such a solution with Mosadeq US Govt, how 
ever, believes that if agreement on arbitration i impossible a 
lump sum settlement may be the only solution possible and may 
offer less risks than continued failure to reach a settlement US 
Govt may therefore wish to instruct Henderson to explore thie pos 
sibility with Mosadeq. even though aware of contrary UK views 


DuNN 
“On Dec 16. Ambassador Giflord expressed concern that the Department was con 
sidering instructing Henderson to explore a lumpeum eettlement with Mosadeq 


without checking further with the Briteeh of in epite of Britieh objections In view of 
the fact that Mosadey would probably reject such an approach to the compensation 
problem, Gifford did not think it was worth risking the resultant damage to Anglo 
American relations (‘Telegram 5). repeated to Pariw for Secretary Acheson 
RRR PON8) 12-1602 
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No, 251 
ome ie toe Telegram 
The Acting Secretary of State to the Bmbaaay in the United 
Kingdom ' 
TOP SRORET Wasninaton, December 14, 1062-624 p m 


410) Dept today informed Brit Emb it had decided recommend 
to Exim Bank favorable consideration Iran request for $25,000,000 
loan for econ development Bank will probably take decision Dec 
22 Vf approved. Henderson will eo inform Mosadeq immed after his 
return 

Dept officers explained loan was intended improve paychological 
atmosphere for future of! settlement discussions Wid not relieve 
current Iranian econ difficulties since wid not be used for budget. 
ary support and money wid be paid out only in installments as ape- 
cific projects were approved by Bank Whole operation could be ter- 
minated at any m ment Utilization of funds wid probably be very 
similar that of present Pt. IV program and loan cid well be regard- 
ed as merely form of extension of that program No early benefit to 
Iran economy cid be expected 

If Bank decision favorable authorization of loan wid probably 
become public immediately after info communicated by Henderson 
to Mosadeq No prior announcement wid be made 

Brit Emb officer expressed fear news this action by Dept wid be 
unwelcome in London because Brit Govt wid expect adverse reac- 
tion by Brit public and stiffening of Iran public attitude toward oil 
settlement Dept officers said they hoped Brit Govt wid make effort 
cope with Brit public opinion and added they thought effect on 
Iran sentiment wid be good rather than bad since wid counteract 
Iran feeling that Western Nations unfriendly 

FYI foregoing was conveyed as for info and without request for 
Brit comment However Bank Board meeting on subject was post- 
poned at our request from Dec 19 to 22 in order that Brit might be 
given few days notice and not feel we had presented them with ac- 
complished fact. End FYI. 

Emb need take no action and should not raise subject of loan on 
own initiative.” 





'Drafted and signed by Jernegan and cleared with Nitze and Linder 

On Dec 19 Ambassador Gifford reported that he had taken no action vis-a-vis 
the British Government concerning the proposed loan. He commented, however, 
that he saw nothing in the Iranian situation to indicate that granting the loan 
would so improve the atmosphere that Mosadeq would adopt a reasonable approach 
to the oil settlement. (Telegram 3430, 888.2553/ 12-1952) 
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FY! Nitse was not aware Dept decision re Eximbank loan while 
in London and Paris 
Bauce 


No, 252 


WAP 2998 12 1492 Telegram 


The Acting Secretary of State to the Embassy in Iran’ 


SRORET Wasninoton, December 19, 1952—6:05 p.m 
1497. Eyes only Mattison. Fol memo handed Dept by Brit Emb 
today: 


“FonOff have instructed this Emb to communicate attached 
annex to State Dept in accordance with Nitze's request to Sir Pier. 
son Dixon. State Dept will appreciate that this is for their own info 
only and not in any circumstances for communication to Persians 

2. As State 1° are aware, HMG are most anxious that nothing 
shid be said at this stage which might prejudice their right or that 
of AIOC to put forward any claims they might wish to make in 
course of arbitration. 

3. FonOff ask that furthest Henderson shld go wid be to speak in 
terms of paras 2 and 3 of the paper, and if he judged it useful, to 
say that he believes HMG are aware of Persian apprehensions 
about a SS award based on forty-two years which con- 
cession still to run, and that HMG have publicly affirmed that 
they wid regard Internat! Court as free to decide whether—and to 
what extent—compensation for loss of concession shid be awarded. 
Para 4 of paper cid only be used as an expression of Mr. Hender- 
son's personal opinion. FonOff wid have no objection to his point- 
ing out to Dr. Musaddigq, as if on his own initiative, that, once 
award had been made, it wid be in no one’s interest to kill goose 
that laid golden egg; and he re in same manner like to put into 
Dr. Musaddiq’s mind idea of asking Internat! Court to cover 
method and period of payment in its award. If, however, this point 
is not covered in award, it is essential that HMG shid be entirely 
free subsequently to negotiate upon it and shid not be fettered by a 
commitment to maintain prosperity of Persia's oil industry. 

4. It wld be much appreciated if this Emb cld have opportunity to 
comment in advance on any communication which Mr. Henderson 
may be instructed to make to Dr. Musaddiq on basis of attached 
annex. 


Following is annex to preceding memo: 


“At recent discussions with Mr. Nitze it was —~ that joint 
roposals of the 30th August had little chance of acceptance by 
ersians unless they could be persuaded that submission of ques- 





'The Department repeated this telegram to London on Dec. 22. (888.2558/ 12-2252) 
Drafted and signed by Richards 
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tion of compensation to International Court wid be advantageous to 
them and not result in an award which, if implemented, wid crip- 
le Persia's economy for an indefinite period. Her Majesty's Govt 
ve now given further thought to problem and believe that there 
wid be such genuine benefits to Persia in accepting reference to the 
Court that, if only she cld be brought to realise them, her reluc- 
tance might be overcome. 

2. First, an honourable end to dispute wid in itself carry great 
advantages for Persia. It wid enable Dr. Musaddiq to ee 
himself to world as peving satisfied Persia's natl aspirations by 
reasonable means and to divest himself of his reputation as reck- 
less fanatic who pursues his idealistic aims with utter disregard for 
consequences of Persia's economy and reputation. If Persia contin- 
ues re allow the dispute to go to impartial internat! arbitration 
except on terms quite unfair to AIOC, her attitude will be lasting 
reflection on her reputation for fair dealing and will strongly sug- 
gest lack of confidence in her own case and claims. Furthermore, if 
she agreed such arbitration, Persia wld again have chance of at- 
tracting foreign capital and purchasers to help in developing and 
disposing of her resources, which will not be case if her refusal to 
accept arbitration continues. She wid restore her creditworthiness 
in eyes of foreign investors, in particular the Internat! Bank. More- 
over, once impartial internat] arbitration is accepted, Persia will 
have prospect of substantial purchases of Persian oil for estab- 
lished outlets in world markets. An arrangement on the lines of 
the joint US/UK proposals wld thus seem to offer an effective 
method by which large scale operation of Persian oil industry cld 
be speedily resumed. 

3. Secondly, it wid be open to Persia as well as HMG to present 
her full claims to Court. There is no question of limiting terms of 
reference to Court in such manner as to prevent Persia advancing 
any claims connected with oil dispute which she considers to be jus- 
tified and it is recognized that Persia cld not agree to admit in ad- 
vance that HMG’s claims were in any way justified; nor wld Persia 
expect AIOC to admit in advance of impartial arbitration the con- 
tentions of Persian Govt. Both parties having submitted their 
claims, it wld be for Court to decide whether and to what extent 
they are justified. Persians can now no longer doubt Court’s impar- 


tiality. 

4. Thirdly. if in end an award for payment of compensation by 
Persia is made by Court, it wld | be disadvantageous to press 
for payment in any manner which cld not be borne by Persia, and 
Court cld be asked to determine manner in which, and period over 
which, compensation shld be paid. Implementation of Court’s 
award must depend upon Persia’s ability to pay and thus upon 
Persia deriving substantial benefits from a prosperous oil industry. 

5. HMG wid be glad to consider further with US Govt how ad- 
vantages of arbitration cld best be brought home to Persians. How- 
ever, in any discussion with Persians it wld be most important to 
ensure that nothing was said which might impair our right to put 
forward any claims which we wished to Court or to give other 
countries impression that we were being soft with Persia.’ 


BRUCE 








IRAN, 1952-1954 555 


No. 253 
MAN LO/12-1052 Telegram 


The Ambassador in France (Dunn) to the Department of State! 


TOP SECRET Paris, December 19, 1952—7 p. m. 


3582. For the Secretary and Nitze eyes only. Eden asked me to 
come and see him this morning at British Embassy. Referring to 
Nitze’s report that the Export-Import Bank were reviving the re- 
quest for $25 million loan to Persia and might take action on 
Monday December 22, he said that he wished to urge in the strong- 
est manner that any action on this loan be postponed at least for 
present. 

He said that although this loan, as he understands it, would not 
make any liquid funds available to Persian Government it would 
be impossible to explain that to British public and general impres- 
sion would be that this new loan would make it possible for Mosa- 
deq to make more rigid his position and thus to hold out for the 
present in any negotiations which might be undertaken as a result 
of recent Anglo-American conversations. 

He said further that if this loan were acted upon favorably he 
would be presented with the question whether he had been in- 
formed of this possibility before action was taken and, if so, what 
his reaction had been. He said that he would have to announce 
that he had urged most strongly that loan not be granted at this 
time, and result would be to cause some questioning as to whether 
we were really working together on proposed plan.” 

DUNN 





'The Department repeated this telegram to London on Dec. 20. (888.10/12-1952) 

“Telegram 4149 to London, Dec. 20, reads in part as follows: “Afternoon Dec 19 
Steel and Burrows presented arguments to Dept re Exim Bank loan Iran similar to 
those made by Eden (see Paris 3582, being rptd Lon by Dept). Decision made to 
cancel Mon Dec 22 mtg of Bank and defer consideration loa. Henderson will carry 
through effort to persuade Mosadeg accept principle arbitration as contemplated 
Paris discussion with Eden.” (888.10/12-1952) 
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No, 254 
BAB. 10/ 12-2252 


Memorandum by the Director of the Policy Planning Staff (Nitze) to 
the Secretary of State’ 


SECRET WASHINGTON, December 22, 1952. 


As was decided at the meeting Friday afternoon on Iran, I called 
in Burrows and told him (a) that it had been decided to cance! the 
Eximbank meeting scheduled for Monday and to defer consider- 
ation of an Eximbank loan to Iran; and (b) that we desired to re- 
ceive as early as possible any further U.K. views regarding a lump- 
sum settlement in the contingency that Henderson failed in his ef- 
forts to secure acceptance of the principle of arbitration without 
unacceptable conditions. 

On Saturday morning, Burrows came in to see me to say that he 
had received instructions from London to tell us (a) that Mr. Fden 
deeply appreciated Mr. Acheson’s decision to defer consideration of 
an Eximbank loan; (b) that they would send us their views with re- 
spect to a lump-sum settlement; and (c) that they hoped we would 
consult with them again before taking favorable action on financial 
assistance to Iran. 

On Saturday afternoon at 4:00 o'clock, Burrows came in to see 
me again to give me the attached aide-memoire containing the 
U.K.’s views with respect to a lump-sum settlement.” I pointed out 
to Burrows that the arguments advanced in the aide-mémoire were 
similar to those made by Mr. Eden in Paris. As to their first point, 
it seemed to suggest that any variation from the Truman-Churchill 
joint proposal would be “to capitulate to Dr. Mossadeq’’. I pointed 





‘At the top of the source text appears the following handwritten comment: “I 
agree with this paper including the last paragraph. DA.”’ 

2Not printed. Burrows handed this aide-memoire to Nitze on the afternoon of Dec. 
20. The aide-memoire announced that Eden and his colleagues had considered Ach- 
eson’s suggestion of a ‘lump-sum’ settlement on compensation, but strongly object- 
ed for the following three reasons: (1) a lump-sum settlement would represent an 
Anglo-American capitulation to Mosadeq because it would be an abandonment of 
the Truman-Churchill proposal of having Mosadeq accept compensation through 
impartial arbitration; (2) to settle compensation without resort to impartial arbitra- 
tion would leave the British with no firm ground for negotiations with the Iranians 
and would start a process of extravagant Iranian counter-claims if the idea of lump- 
sum was introduced; (3) the principle of impartial arbitration had enormous advan- 
tages from the points of view both of British public opinion and of safeguarding con- 
cessions in other foreign countries. The aide-memoire also reminded Secretary Ach- 
eson that President Truman had agreed on Aug. 25 that the International Court of 
Justice should be the tribunal on compensation, and that the British Government 
had not agreed that Ambassador Henderson should give any hint to Mosadeq about 
a lump-sum settlement during his forthcoming exchanges with Mosadegq. (888.10/12- 
2252) 
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out that an offer by Dr. Mossadeq of an adequate lump sum could 
similarly be viewed as a capitulation on his part. Clearly if a settle- 
ment were to be arrived at, some ground would have to be given on 
both sides. As to their second point, I said that were not asking the 
British at this time to agree to a lump-sum settlement; that if Dr. 
Mossadeq were to come forward with an offer of his own in an ade- 
quate amount this could hardly lead to trading down to a “derisory 
sum’, and that we were as much interested as the British in avoid- 
ing an inadequate sum which would have the effect of encouraging 
nationalization in other concession areas. As to the third point, I 
said we understood the political difficulties in the U.K. of agreeing 
to any lump sum, but that we felt the political difficulties in [ran 
in accepting arbitration with no restrictions were, perhaps, even 
greater, and that if a solution were desired the Iranian political 
problems must also be taken into account.® 
It seems to me that a more formal reply to the British aide-mée- 
moire may be advisable.* 
PauL H. NItzeE 





3On Dec. 24 Ambassador Gifford reported that Eden told him the previous day 
that the British Cabinet had reexamined the question of lump-sum compensation 
and had reiterated its opposition to Henderson exploring the idea with Mosadegq, 
even if he turned down arbitration. (Telegram 3529; 888.2553/ 12-2452) 

*At the top of the source text appears the following additional handwritten com- 
ment: “Nitze informed”. According to Department of State files, Nitze, on Dec. 23, 
drafted a proposed aide-memoire to be used as a reply to the British note. He revised 
this draft on Dec. 30. Neither this document nor a substantially altered version 
drafted on Jan. 7, 1953, by Nitze was ever submitted to the British Government. 
Nitze, according to a handwritten statement on the Jan. 7 draft, handed a copy of 
this version to the appropriate officials in NEA for use at their discretion. No record 
exists that NEA ever gave this document to the British. Various drafts of response 
composed by Nitze, are in PPS files, lot 64 D 563, “Chronological 1952 Jan-Dec’”’, 
and “Chronological 1953”. 


No. 255 
S&8&.10/12-2752: Telegram 


The Ambassador in Iran (Henderson) to the Department of State! 


SECRET NOFORN TEHRAN, December 27, 1952—3 p. m. 


2430. 1. During my conversation of December 25 with Mosadeq 
he inquired regarding status Export-Import bank loan. I told him I 
had had several talks with officials of Bank regarding loan and had 
learned that they were hesitating to go thre ugh with loan primari- 
ly because they thought they might be charged with extension of 





‘Repeated to London. 
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loan to a government which had no way in sight of refunding it. 
These officials had pointed out that Export-Import Bank was sup- 
posed to make loans only when borrower was clearly in position to 
repay. Loan had been negotiated at time Iran deriving revenue 
from oil. At present without any oil revenue in sight it might be 
hard for bank ‘o explain how Iran would be in position to repay. 
2. I told Mosadeq I had suggested to Bank that Iran had suffi- 
cient oil resources to refund loan many times larger than 
$25,000,000; that at some time or other if lran survived as an inde- 
pendent country this oil bound to find its way to world markets 
and that when it did Iran should be in position to pay back what it 
had borrowed; and that if Iranian oil would not begin to flow Iran 
might well lose its independence and that such an eventuality 
would be so disastrous to US and free world that failure of Export- 
Import Bank to receive repayment of !o7n would be of little signifi- 
cance. I added that Bank officials had seemed most sympathetic 
and sincerely desirous of helping Iran. I understand that they 
intend renew matter for purpose ascertaining if some way could be 
found in framework Bank’s charter to extend loan in existing cir- 
cumstances. I was hoping that they would find it possible to 
resume discussions with Iran regarding loan in near future. I told 
Prime Minister, however, that he should not be too optimistic re- 
gara.:. outcome of Bank’s reconsideration of loan since scope of 
Bank’s transactions was rather severely restricted by legislation 
which had created it. I told him, however, that I was confident that 
decision of Bank would be based on purely banking and not on 

international political factors. 
HENDERSON 





No. 256 
R88. 2553/ 12-2952: Telegram 


The Secretary of State to the Embassy in the United Kingdom! 


TOP SECRET WASHINGTON, December 29, 1952—6:27 p. m. 
PRIORITY 


4273. Pls communicate fol msg to FonOff and to Eden personally 
(re Tehran tel 2425? and London tel 3539%): 





‘Repeated to Tehran. Drafted by Jernegan; cleared in draft by Nitze, Linder, 
Metzger, Richards, and Raynor; and approved by Richards. 

2Telegram 2425, Dec. 26, provided the information transmitted in telegram 4273 
to London. (888.2553/ 12-2952) 

3In telegram 3539 Ambassador Gifford asked the Department to inform him as 
quickly as possible regarding the extent to which he or Embassy officials should 
inform the Foreign Office of the contents of telegram 2425. (888.2553/ 12-2952) 
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After long and difficult couversation with Mosadeq Dec 25 Hen- 
derson succeeded in obtaining Mosadeq’s tentative agreement to ar- 
bitration without his previous restrictions as to terms of reference 
to arbitration for determining compensation. Henderson did not at 
any time suggest any other method for settlement compensation. 
He outlined plans for Phase Two movement of oil, including possi- 
ble participation Amer companies to lift any quantity necessary to 
bring total to satis level, which he said we thought wid be in neigh- 
borhood 20 million tons. Made clear companies wld be reluctant, 
since all majors had adequate oil resources and wld face financial 
and polit problems if they bought oil from Iran, but he believed 
they wld coop if settlement reached on compensation and satis 
commercial terms agreed upon. Discussed tentative US plans for 
advancing funds to meet current Iranian budgetary and develop- 
ment needs provided oil settlement reached, saying US tentatively 
prepared buy oil and products to value approx $100 million. Pay- 
ment cld be made immed and oil delivered to US Govt over period 
years. 

Mosadeq suggested US Govt shld buy oil at once without await- 
ing settlement, saying this wld create atmosphere conducive to set- 
tlement. Added with great emotion that if US cld not aid Iran until 
oil settlement reached Iranian situation was desperate. He did not 
believe Brit wanted settlement but instead wld find pretext after 
pretext to postpone it. He thought Brit Govt conspiring to over- 
throw present Iran Govt. In light Henderson’s exposition he must 
immed inform Iran people they cid expect help from no western 
source and must look only to themselves to prevent national bank- 
ruptcy and preserve independence. 

Henderson replied US Govt cld not possibly buy Iran oil until 
matter of compensation had been disposed of. US public wld consid- 
er that to do so wid be pursuing policy of undermining sanctity intl 
contracts. Furthermore cld not obtain coop US and intl business 
community. Dept was convinced Brit Govt as well as Iran Govt de- 
sired early settlement. Instead of hesitating because of suspicions 
of Brit good faith Mosadeq shld concentrate on compensation ques- 
tion. 

Mosadeg said he considered it useless search for further formula 
re terms of reference in matter arbitration. He had already made 
number suggestions which for one reason or another had not been 
acceptable to Brit. Referred his past statements offering settle com- 
pensation on terms no less liberal to AIOC than those on which 
compensation had been given owners of property nationalized in 
other countries. Henderson pointed out those offers all seemed to 
have strings attached, notably that they referred only to compensa- 
tion for loss of physical property. As matter principle Brit cld not 
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accept terms reference which limited compensation to loss as result 
confiscation physical property in Iran. Position Brit on this was 
backed by virtually entire business world. 

Mosadeg insisted he had not intended attach strings. In any case 
he was still prepared to refer to Intl Court for arbitration the 
matter of determination of amt of compensation owed by Iran to 
AIOC due regard being given to Iranian counter claims. Only 
terms of reference wid be that Intl Court in determining amt of 
compensation due shid base itself on any law carried out by any 
country for nationalizing its industries which might be agreed to 
by AIOC. 

Henderson asked if in making this offer Mosadeq realized that 
Brit Coal Industry Nationalization Act had provided for compensa- 
tion for loss of future profits. Mosadeq replied that if Brit law pro- 
vided for compensation for loss of future profits and if Intl Court 
shld decide to use that law as basis for determining amt of compen- 
sation due he wld not object. 

He wid agree to such terms reference provided US wid simulta- 
neously make arrangements to purchase Iranian oil to amt of $100 
million and wld make this amt at once available to Iran Govt. Pur- 
chase cld be made through any company US Govt might designate 
and wid be FOB Iran port. Price cld be fixed on basis Gulf price 
less such discounts as US Govt might consider* (info we have from 
private source tends confirm this). We hope therefore that Brit 
Govt will give it immed and favorable consideration. 

There are of course certain gaps and possible difficulties. Those 
which occur to us include: 


1. Mosadeq might change his mind. We believe this danger can 
be reduced by prompt reply; 

2. While Mosadeg did not definitely agree to negotiate Phase Two 
commercial agreement with AIOC or consortium after signing of 
arbitration agreement, he did not comment negatively. We are au- 
thorizing Henderson in his discretion attempt clarify this point; 

3. According to Henderson, Mosadeq envisages that arbitration 
shall be between Iran Govt and AIOC, not Brit Govt. As we inter- 
pret it, statute of Intl Court does not permit private company to be 
party to case before it. Therefore it wid not be legally ible to 
meet Mosadeq’s exact terms. Difficulty might be met by various 
means which we wid wish to explore with Brit and Irans. It might 
also be useful consult Court itself informally. Two alternatives 
which occur to us are: 


(a) Arbitral agreement between Iran Govt and Brit Govt wld 
make Brit Govt nominally party to case but wld make clear by 
its text that AIOC was real party at interest; 





*Due to clerical error, portions of the text were omitted. For the part of the tele- 
gram that is missing, see telegram 4291, infra. 
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(b) Arbitral agreement between Iran Govt and AIOC wid pro- 
vicie that Court shid appoint panel of three, five or other mutu- 
a'ly agreeable number of arbiters. 


4. Mosadeg insists upon advance of $100 million from US Govt 
promptly after agreement on arbitration and wid be, we are sure, 
unwilling have advance contingent on, or await, conclusion long- 
term commercial sales agreement. We are confident we can make 
money available promptly. (Although we may find it desirable 
make payments in installments.) We believe price and other terms 
can be so arranged as to avoid embarrassment to commercial 
negots. In any case, we are convinced commitment that there will 
be prompt advance some substantial amount money is essential 
“bait” to get Mosadeq agreement to arbitration and that undue 
delay after date of signing of arbitral agreement wid cause whole 
opportunity to be lost. 


We consider it vital that Brit move promptly on two lines: first, 
to consider terms of reference for arbitration which wid be satis to 
them and wid meet difficulty indicated para 3 above, and second, to 
prepare for early negot of commercial agreement for purchase Iran 
oil. 

Meanwhile we think it most desirable that we be able to convey 
immed to Mosadeq Brit acceptance in principle of his offer and 
willingness promptly to begin consideration details. We are author- 
izing Henderson to say offer being transmitted to Brit and also 
being carefully studied here. 

We can hardly stress too strongly how important we think it is 
that Brit and we take advantage of change in Mosadeq’s attitude 
and that there be no unnecessary delay. Also, we wish to empha- 
size importance of absolute secrecy. 

Byroade arriving Dec 30 wid like join Gifford in discussing this 
whole matter with Brit officials.® 

ACHESON 





‘Byroade’s principal reason for going to London was to conduct a series of talks 
with the British to explore ways whereby the British could conclude a satisfactory 
agreement with Egypt concerning the future use of the Suez Canal base. For docu- 
mentation regarding US. concern about the Anglo-Egyptian controversy with 
regard to the Suez Canal, see vol. 1x, Part 2, pp. 1743 ff 
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No. 257 
SAP 253 12-3052 Telegram 


The Secretary of State to the Embassy in the United Kingdom' 


TOP SECRET WASHINGTON, December 30, 1952—11:00 a. m. 
PRIORITY NIACT 


4291. Due clerical inadvertence two paras omitted from Deptel 
4273 rptd info Tehran 1567. Add final word “appropriate” to para 7 
of msg. This para will then begin with words “He wid agree’ and 
end with words “US Govt might consider appropriate’. 

Fol two paras shid be inserted immed fol foregoing: 


“Henderson said he did not know whether this offer wld be con- 
sidered satis basis for US action but wid transmit it to Wash. Mosa- 
deq reiterated his belief Brit Govt wid reject it. Instead of prompt 
acceptance there wid be protracted negots and premature publicity 
which wld make his position difficult. Said time was of essence; he 
cld not hold offer open indefinitely. 

Despite Mosadeq's continued suspicious attitude, we consider this 
offer encouraging. It gets over principal difficulty which has been 
blocking agreement on arbitration, namely, question of taking 
future profits intw consideration. It also seems to show that Mosa- 
deq has dropped his insistence on advance payment of 49 million 
pounds claimed to be due Iran.” 


Msg continues “(info we have from private sources). * 
ACHESON 





‘Repeated to Tehran Drafted by Stutesman and approved for transmission by 
Richards 

20On Dec. 30 Ambassador Gifford reported that he had a subordinate deliver the 
message contained in telegram 4273 to the Foreign Office with the request that it be 
brought to Eden's attention at the earliest possible moment. Gifford did not indicate 
if those portions of the text provided in telegram 4291 were included in the note 
sent to the Foreign Office. He did inform the Department, however, that several 
changes had been made in the Department's text in the interests of clarity, tone, 
and precision. (Telegram 3583; 8&8 .2553/ 12-3052) 
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No. 258 
BAR 2553 12-2652 Telegram 


The Secretary of State to the Embassy in Iran’ 


TOP SECRET WASHINGTON, December 29, 1952—6:27 p. m. 
PRIORITY 

1568. In ur discretion you are authorized communicate all or part 
of fol to Mosadeg (reurtei 2425):* 

1. Dept is encouraged by report ur conversation with him Dec 25. 
We believe his offer is constructive step and it is receiving our 
careful consideration. 

2. We are communicating substance of offer to Brit. Byroade left 
for London today in connection various problems. This will afford 
him opportunity discuss Iran oil situation with Brits. 

3. In absence of Brit reaction we cannot of course go farther into 
substance of ques. We do foresee however possible technical diffi- 
culty in suggested arbitral procedure if Iran Govt insists that Brit 
Govt must not be party to arbitration. Statute of ICJ provides that 
only states may be parties to proceedings before court. Therefore 
we do not believe AIOC cld be party in its own right; Brit Govt wid 
have be nominal party to proceedings before Court. We are study- 
ing matter and if Brit are willing consider Mosadeq’s offer will! dis- 
cuss this particular problem with them as well as with Irans. There 
might also be informal consultation with ICJ itself. On basis pre- 
liminary study we see two possible alternatives: 

a) Arbitral agreement might be drawn between Iran Govt and 
Brit Govt in such way as to make Brit Govt nominal party before 
court but wld make plain by its contents that AIOC is real party at 
interest and that court not assuming jurisdiction except to extent 
specified by parties, or 

b) Arbitral agreement between Iran Govt and AIOC might pro- 
vide that court shid appoint panel of three, five or other mutually 


agreeable number to act as arbitral tribunal. In this case of course 
Brit Govt wid not appear at all. 


We do not know whether either alternative wid be acceptable to 
Brit. (FYI If you have not discussed these technical difficulties with 
Mosadegq, we believe you shid do so in order to determine how he 
thinks problem can be handled. In discussing matter you cid pt ont 
these difficulties arise because of nature of statute of court which 
cannot be changed by the parties. If Mosadeq is concerned that 
presence of UK Govt as party to arbitration proceedings might der- 





‘Repeated to London. Drafted and signed by Jernegan and cleared with Secretary 
Acheson, Richards, Nitze, Linder. Metzger, and Bonbright 
*See footnote 2, Document 256 
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ogate from earlier ICJ ruling that dispute not between Govts, you 
can pt out that this can be avoided by proper drafting of terms of 
reference for arbitration. End FY]) 

4. Dept has noted that you discussed at length possible means of 
resuming commercial! flow of oil from Iran once compensation ques- 
tion settled and that Mosadeg did not appear see serious objections 
to outline you presented. It wid be helpful to us to know definitely 
whether he wid in fact be willing to enter into negots with subsidi- 
ary of AIOC (with or without assoc of Amer or other companies) as 
soon as agreement had been reached on method of determining 
amount of compensation. We consider resumption of substantial oil 
sales important because 

a) it is only means by which compensation can be paid, and 


b) it is essential to receipt by Iran of adequate revenues to meet 
current finan situation, which is our primary interest. 


It is understood that there wid be no question of a monopoly or 
near-monopoly and, as you have already explained, it is unlikely 
that AIOC and other majors wid be interested in quantities exceed- 
ing 20 million tons yearly. 

(FYI It is our present feeling that we shld not push Mosadeg to 
sell greater quantities than he wishes so long as amount is large 
enough tc assure compensation and some net revenue to Iran Govt. 

From our pt of view, if Brits cld be persuaded and Iran wid 
agree, we wid much prefer have commercial negots proceed simul- 
taneously with negots of arbitral agreement. This wid reduce objec- 
tion to our making advance prior consummation of commercial 
deal for future flow of oil. In this connection, if 100 million advance 
is to be undertaken prior conclusion of commercial negots, Dept 
considering desirability extending payments against advance over 
period of time. In ur discretion you may wish avoid permitting Mo- 
sadeq assume total advance will be made in one lump sum immed 
after agreement for arbitration. End FYI) 

5. We agree entirely on importance preserving secrecy. 

ACHESON 


No. 259 
Editorial Note 


On December 27 and 30, the United States Director of Technical 
Cooperation for Iran, William E. Warne, and the Prime Minister of 
Iran, Dr. Mohammad Mosadeq, exchanged notes establishing a 
Joint United States-Iranian Economic and Social Development 
Commission on January 1, 1953. Under the terms and conditions 
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contained in these notes, the Government of the United States 
agreed to make available to the Government of Iran up to $20 mil- 
lion for technical and economic aid during the United States fiscal 
year ending June 30, 1953, together with those funds already made 
available by the Technical Cooperation Agreement which had en- 
tered into force on January 20, 1952 (see footnote 4, Document 141). 
Documentation regarding the negotiation of this agreement is in 
file 888.00 TA. 


No. 260 
SSA 2553 12-3152 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET _—— PRIORITY TEHRAN, December 31, 1952—6 p. m. 


2485. Dept eyes only Secretary and Jernegan. 

1. Upon receipt Deptel 1568, Dec 29, I requested another inter- 
view this morning with Mosadeg. Our conversation again lasted 
nearly three hours. He was obviously ill and his physical condition 
added somewhat to my difficulties. 

2. I first discussed with him technical difficulties re arbitral pro- 
cedure which would be encountered in proceedings before ICJ if he 
continued to insist that AIOC be other party to arbitration. I 
showed him copy statute of ICJ providing that only states may be 
parties to proceedings before court. | told him matter had not as 
yet been discussed with British Government which had hitherto in- 
sisted that it rather than AIOC be other party to arbitration. | 
then suggested two alternatives listed as (a) and (b) in reftel. 

3. Mosadeq said he quite aware Article 34 of Charter provided 
“only states may be parties in cases before the court”. He had 
never contemplated that formal juridical case be presented to 
court. His idea was that Justices who were members of ICJ could 
form an arbitration panel composed of themselves and that this 
panel as board of arbitration rather than as court would consider 
question compensation. He hoped that court as contribution to 
international comity would not object to its Justices forming board 
of arbitration. In response to my question he said that all Justices 
should be offered opportunity to sit on panel but that if any of 
them did not desire to do so remaining Justices would be consid- 
ered as full panel. If ICJ found some technical or other objection to 
permitting its Justices to act in such capacity his alternative sug- 





‘Transmitted in three sections; repeated to London cyes only for the Ambassador 
and Byroade 
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gestion would be that Mr. McNair, British Justice, and Mr. San- 
jabi, Iran Justice, should form nucleus of an arbitration board of 
three and that they would agree upon third member. He said that 
he would prefer arbitral agreement be signed by AIOC but he 
would not seriously object if British Government would sign agree- 
ment in capacity of representative of AIOC. I asked whether it 
would not be possible for British Government to appear before ICJ 
itself in capacity of government acting as representative of one of 
its nationals. He replied he considered two alternatives which he 
had suggested to be fair and did not care contemplate other alter- 
natives. In order that his position might be clear he would write 
down what he had in mind. He thereupon scribbled number of sen- 
tences in his notebook in Persian which he permitted Saleh, my 
Iran assistant, to copy. Translation of what he wrote is as follows: 


“Either all the judges of the International Court of Justice who 
are members of the court at the time of the signing of the agree- 
ment are 0 epee as arbitrators, or only the two judges who were 
members of the court when the Anglo-lIran case was heard, namely 
McNair and Dr. Sanjabi, to be appointed by both parties as arbitra- 
tors. These two arbitrators will appoint a joint arbitrator. 

The agreement may be signed by the British Government repre- 
senting the company. 

In case McNair should be the President of the ICJ and he should 
preside over this arbitral tribunal Iran Government would have no 
objection, and it would even be prepared to give up the idea of 
sending it special judge who had been appointed at the time the 
Anglo-lran case was before the ICJ. 

As soon as the arbitral agreement is signed the American Gov- 
ernment or any American firm shall pay $100 million and shall 
purchase oil afterwards until such time as its account is settled. In 
the event Iran should be found by the arbitral tribunal to be owing 
the former company, Iran shall pay 25 percent of the proceeds of 
oil nt she would sell abroad every year until this debt is entirely 
paid off. 

If any member of the ICJ, who should be a member at the time 
of the signing of the arbitra! agreement, should leave the court, it 
will still be he himself who shall! act as arbitrator, not his succes- 
sor. 

These conversations shall not be valid until they have been ap- 
proved by the Majlis’. 


4. After I had read what Prime Minister had written I said | 
would like to raise several points. In first place it seemed to me 
unwise to state in arbitral agreement how such compensation as 
may be found due was to be paid. Might not it be better to allow 
arbitration panel to determine method of paynient? Mosadeq re- 
plied vigorously in negative. He said manner payment must be 
within framewurs uaiional law and that should be understood in 
early stages negotiations. He said he was willing as alternative to 
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agree that compensation be paid in oil valued at “Gulf” prices to be 
delivered in five annual installments. It my understanding that he 
meant Persian Gulf prices although during our conversation he 
made one reference to “Gulf of Mexico” prices. I told him I thought 
it would serve no purpose to suggest that compensation be paid 
with oil value at Gulf prices because neither AIOC nor any other 
large company would be willing purchase oil at those prices with- 
out heavy discounts and that by placing such high value on oil de- 
livered as compensation Iran wid be cutting down materially 
amount of compensation. He said that in that case he would allow 
25 percent clause to stand. 

5. I then pointed out that his formula had made no reference to 
conclusion of purchase contract with some oil company such as sub- 
sidiary AIOC or national company including AIOC which would 
assure Iran minimum amount of annual oil sales over fixed term of 
years. Prime Minister said he had been giving this matter deep 
thought and had decided he did not wish to commit himself at this 
time to enter into negotiations with AIOC for sale of Iranian oil. 
After compensation problem had been disposed of by reference to 
arbitration and after he had received 100 million dollars from US 
Government for oil to be delivered in accordance with terms to be 
agreed upon between Government of Iran and Government of US, 
either direct or through some company, he would then decide 
through what channels Iran would dispose of its oil exports. I was 
somewhat taken aback at this statement. I said that although 
during our previous conversation he had not definitely agreed to 
enter into negotiations with AIOC or some subsidiary of AIOC he 
nevertheless had seemed to be in general agreement with US sug- 
gestions for disposal Iranian oil as outlined by me. On various occa- 
sions he had told me that if arbitration question was once disposed 
of he would have no objection to entering into negotiations with 
AIOC direct for sale of Iranian oil provided it was understood that 
such negotiations would not mean that AIOC be given monopoly. 
Was I to understand that he had now changed his mind? Mosadeq 
replied he now feared it might be dangerous to trust AIOC to pur- 
chase bulk of Iranian oil. There danger that UK in order bring 
pressure on Iran might at some time or other cause AIOC cease 
purchasing Iran oil with disastrous results for Iran. If AIOC would 
be willing to deposit 200 million dollars in some neutral place 
which would be forfeit if it should fail to live up to its contract 
with Iranian Government he would consider selling any amount to 
AIOC. I told him that if AIOC entered into contract with him it 
would of course be liable for damages for breach thereof. Neither 
AIOC nor any other company would be willing to allow 200 million 
dollars to remain idle merely so it could serve as guarantee fulfil- 
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ment of contract. Such transaction unprecedented in international 
foreign trade. If UK and US should agree to refer question of com- 
pensation to arbitration they also would have no guarantee that 
Iran would abide by decision of arbitration panel. They wid have to 
trust Iran's good faith. Similarly, Iran must place some trust in 
good faith of UK if satisfactory sale contract for Iranian oil was to 
be negotiated. Prime Minister said he could not promise at this 
time to enter into negotiations with AIOC or any other company. I 
asked him if UK in good faith and with goodwill should agree to 
terms of arbitration along lines suggested by him would his atti- 
tude towards AIOC be likely to change in this respect. He said he 
could not make any promises at this time. He would see how situa- 
tion looked after compensation agreement had been entered into. 

6. I reminded Prime Minister during our conversation December 
25 I had outlined to him Four Point program consisting of (a) com- 
pensation, (b) sale of Iranian oil, (c) Iran to continue as master of 
its own oil industry, and (d) payment in advance of $100 million on 
oil to be purchased by US in order to enable Iranian Government 
meet its current urgent needs. These four points were related to 
one another. In contemplating advance of $100 million US Govern- 
ment was prompted by desire to see oil dispute between UK and 
Iran settled and to see Iran once more selling oil in foreign mar- 
kets in sufficient quantities to enable it to meet its budgetary and 
other needs. Iran by refusing simultaneously take steps to assure 
sale of its oil abroad was distorting program which US Government 
had in mind. Prime Minister said it seemed to him US Government 
was worrying too much regarding future welfare Iran. What Iran 
needed now was $100 million and with that it could carry on until 
it could work out arrangements for substantial sales oil. He did not 
believe AIOC really wanted buy Iranian oil. If it did Iran would be 
glad to sell it oil on same terms as it would any other foreign com- 
pany. He did not at this time wish, however, to take any action or 
give any promise which might place AIOC in favored position. I 
pointed out that by force of circumstances AIOC was already in fa- 
vored position as purchaser. It alone of all oil companies of world 
already had at its disposal transport and marketing facilities for 
handling large quantities Iranian oil. It could also seli vil in ster- 
ling countries which did not have funds to purchase dojlar oil. Mo- 
sadeq continued to insist that at this juncture he would give no 
commitment re entering into long term sales contract with AIOC 
or AIOC subsidiary. He said he hoped US Government would not 
try bring pressure on Iran to sell oil to AJOC by refusing otherwise 
to buy from Iran $100 million worth of oil upon conclusion of arbi- 


tration agreement. 
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7. I told Mosadeg that it was with great reluctance that | was 
presenting his present attitude to my government. For me to do so 
would strengthen arguments those groups in US and UK who 
maintained that he changed his mind so frequently it was almost 
impossible to deal with him. Furthermore his attitude would make 
it more difficult for British to make concessions which would be 
necessary if his ideas regarding terms of reference for arbitration 
would be accepted by them. His attitude, I felt, would prolong nego- 
tiations. I hoped that he would think matter over and change his 
mind again before our next conversation, this time in helpful way. 
It seemed to me that he had taken a constructive attitude regard- 
ing arbitration and I hoped he would do same regarding sale of oil. 
He should understand that I was not pressing him in interest of 
AIOC. AIOC could do nicely without Iranian oil. My concern was 
for Iran which should sell at least 20 millions tons a year if it was 
to enjoy real prosperity. 

8. Mosadeq said he was afraid in any event considerable time 
would elapse before an agreement could be made regarding oil. 
Perhaps US Government in order tide Iran over this period sell 
Iran 120,000 tons of sugar on credit which would be repaid later in 
form of oil or proceeds from oil. Iran used 200,000 tons of sugar an- 
nually, it produced 80,000 tons; its import needs were 120,000. With 
this importation of sugar Iran could carry on for a month or two 
until oil question could be solved. British would not be so much of- 
fended if US would assist Iran in this way as they would be if US 
would make direct financial loans. 

9. I said that although | doubted that my Government could 
enter into transaction this kind, | would pass along his suggestion. 
So far as British Government was concerned it knew enough about 
financial matters to be able understand that US sale of this 
amount of sugar on credit to Iran was tantamount to giving budg- 
etary assistance.* 

HENDERSON 





2On Dec. 31 Ambassador Henderson observed that although he was disappointed 
with the stance Mosadeq had adopted, he was not surprised that the Prime Minister 
had reversed his position in several respects. Henderson viewed this development 
merely as a temporary setback and recommended that the United States urge the 
British to proceed with arbitration of compensation without insisting on negotia- 
tions for a commercial sales contract, while the United States went forward with 
plans to advance Mosadeq the $100 million. (Telegram 2486, 888.2553/ 12-3152) 
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No. 261 


t Tebegr am 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


TOP SECRET PRIORITY Lonpon, January 1, 1953—11 p. m. 


3611. From Byroade. Holmes, Palmer and I met this afternoon 
with Dixon, Maud and other Foreign Office officials. I felt it only 
fair to inform British re Henderson's latest conversation with Mos- 
sadeq, particularly as one subject of discussion was mechanics of 
advance on our part through AIOC. Unfortunately, third part of 
Tehran's 2485, December 31, has not been received, so I was only 
able to inform them of first two sections. In doing so, | cautioned 
that whole message not yet available and I therefore hoped that 
apparently negative line which Mossadeq has taken re sales con- 
tract with AIOC would not affect adversely UK thinking re arbitra- 
tion aspects and that we could continue examine this point on basic 
assumption that something satisfactory could be worked out on 
sales aspect. I particularly stressed encouraging portions above ref- 
erence telegram re Mossadeq's apparently flexible and reasonable 
approach to form of arbitration. 

Following points emerged during course of conversation: 

1. Arbitration. British legal advisers doubted ICJ justices could 
form arbitration panel as proposed by Mossadeq (paragraph 3, Teh- 
ran’s reference telegram), doubting judges would be willing this cir- 
cumvent ciear intention Article 34 of Charter, as well as provisions 
of Article which prohibits them from engaging in other business. 
Moreover, they did not like suggestion that if certain judges did not 
wish participate in proceedings, they might drop out, since they 
feared this might result in unbalanced tribunal if judges who 
might be favorable to them did not feel they could participate. 
They reiterated, however, that they would be willing take any form 
of impartial arbitration. Regarding terms of reference, they said 
they were not clear precisely what Mossadeq had in mind. If his 
thought was that ICJ should determine which nationalization law 
to apply, as he seemed to infer at one point in conversation report- 
ed Tehran's 2425, December 26,? they would consider this danger- 
ous principle as court conceivably would apply some polish act of a 
confiscatory nature. On the other hand, if Mossadeq’s thought was 
that question of nationalization law to be applied should be subject 
agreement between UK and Iran, then idea would not be unattrac- 





‘Repeated to Tehran eves only for Henderson 
*See footnote 2. Decument 26 
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tive to them. HMG and company lawyers examining this possibility 
as rapidly as possible are including possible applicability UK coal 
nationalization law. Before developments reported Tehran’s 2485, 
they had considered possible desirability asking us to try to ascer- 
tain more precisely Mossadeq’s ideas as to who would decide what 
nationalization acts should be applied. Now, however, they felt that 
until we have had opportunity consider latest developments, it 
would be unwise make further approach along this line. Mean- 
while, they would continue urgently to look into matter, but impli- 
cations were such that they must take sufficient time to reach con- 
sidered decisions. British on whole I believe accept my view that 
matter compensation can now be solved. 

2. Commercial agreement act. British interpretation Mossadeq’s 
apparent refusal consider commercial agreement with AIOC as in- 
dication that his only real interest was ir getting his hands on $10 
{$100} million from US Government. They felt he undoubtedly fig- 
ured it would take some time before arbitration award was reached 
and that agreement to arbitration was cheap price to pay for ad- 
vance of this attractive sum. They expressed apprehension that if 
$10 [$/00} million were made available to him, incentive would be 
lost to conclude commercial agreement. They thought, therefore, 
that way in which advance was handled was of crucial importance. 
I stated that I felt analysis somewhat different and that possibility 
of sales contract with firm other than AIOC might be predominant 
factor. I gave them fill in on Marcus deal.* 

I gave them copy of Department's memo contained Deptel 4337, 
December 31,° stressing its tentative nature pending conversations 
in Iran. British expressed concern re following two points: 


(a) Commencement of monthly installments of $10 million after 
initial advance of $30 million did not a r to be tied to conclu- 
sion commercial agreement, but merely to agreement between 
DMPA and NIOC re provisional schedule of shipmen. 
fore felt there was danger that incentive to Mossade, to conclude 
commercial arrangement might be removed and felt that two 
points should be tied more closely together. 

(b) Preliminary agreement re price on basis US Gulf posted price 
less 35 percent might well be prejudicial to commercial negotia- 
clone on prise. Tang socalled thak S and UK have been in 
—— that price formula should not be more fa to Iran 

other concession countries were receiving. While it is impossi- 
ble to predict effect of this particular price formula prior to its in- 





8 
Supra 
*Marcus and Aria, who represented a small company known as the United States 
Marketing Council, Inc., proposed a plan to Department officers on Dec. 26, 1952, to 
solve the Iranian oi] crisis, see footnote 4, Document 266. A memorandum on this 
subject by Assistant Secretary of State Byroade is in file 888.2553/12-2752 

*Not printed. (888 2553/12-3152) 
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troduction, they felt that mention of any price at all could not help 
but be to commercial negotiations. They asked whether 
it not be possible for DMPA to negotiate contract (and make 
immediate advance) which would leave question of price open until 
commercial negotiations had been com . We said that we were 
doubtful that it would be legally i for DMPA to negotiate a 
contract of this kind, but that we would inquire from Department. 


I stressed importance which we attached to AIOC participation 
in moving Iranian oil and my disappointment at Mossadeq’s appar- 
ent unwillingness negotiate with AIOC. I asked how long British 
felt it would take AIOC to negotiate contract assuming Mossadeq’s 
reluctance could be overcome. British replied they were unable to 
say, since they felt amount of time involved would depend largely 
on Mossadeq and more particularly on amount of DMPA funds we 
advance to him. 

[3.] I would appreciate Department's and Tehran's urgent com- 
ments on foregoing, particularly on following points: 

(a) Any further indications which Henderson may have as result 
his conversations which might indicate whether Mossadeq has in 
mind that Court or two parties in agreement should determine na- 
tionalization law to be applied by Court. 

(b) Whether Department intended in paper transmitted Deptei 
4337, December 31 that advance of $10 million monthly instal]lment 
should be tied to conclusion commercial sales contract. 

(c) Whether DMPA could legally negotiate contract with NIOC 
which left open question of price pending conclusion commercial 
sales contract. 


Am seeing Dixon again at 3 o'clock (London time) tomorrow 
afternoon to exchange information re further developments. 

British seemed genuinely appreciative of manner in which Hen- 
derson has handled conversations. 

While I have not as yet seen remainder Tehran's 2485 feel key 
problem is manner in which we reply to Mossadegq re his refusal to 
face up to immediate negotiations on sales contract. Impossible as 
yet determine British reactions but am somewhat fearful they 
might find Iran refusal deal with AIOC not as worrisome to them 
as to us. Possibility of compensation agreement without early sales 
contract undoubtedly creates dangerous possibility use of Iranian 
oil in manner which might upset entire international oil structure. 
On other hand, US and UK combine in moving oil we have Inter- 
national Oil Corporation in effect regardless of what we call it and 
to openly form a joint company might solve problem. (British, inci- 
dentally, stated they hoped US companies could join negotiations 
with Iran or even take lead.) 
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Please furnish guidance as how to handle subject Mussadeq’s 
latest position on sales contract with British. No view expressed to 
them today this regard. 

GirrorD 


No. 262 
wee 2558 1-1 Tehegram 


The Secretary of State to the Embassy in the United Kingdom’ 


SECRET PRIORITY WasHincTon, January 2, 1953—7:26 p. m. 

4382. Eyes only Gifford and Byroade. Reurtel 3611, Jan. 1, pre 
liminary reaction of Department on three points as to which you 
requested Department's urgent comments is as follows: 

As to point A, para 10, Tehran's 2425, repeated London 754,” 
clearly indicates that Mossadeq at one point in conversation was 
quite prepared to agree that AIOC could choose which nationaliza- 
tion law it considered as being most favorable to it. 

We doubt whether Mossadeq’s subsequent reference to decision 
by ICJ as to law to be used as basis for determining amount of 
compensation should be taken as a firm change in Mossadeq's posi- 
tion. Henderson however should clarify this point. 

As to point B, it was not Department's intention in paper, trans- 
mitted Deptel 4337, Dec. 31,° to make advance of ten million dol- 
lars monthly installments contingent upon conclusion commercial 
sales contract. It was Department's intention however to cast 
DMPA advance in such form as to give every proper inducement to 
the negotiation of a commercial agreement which we hoped could 
be concluded promptly. 

As British will understand, we might have preferred a lump-sum 
settlement tied in with a simultaneous solution of the commercial 
contract problem. This, however, was unacceptable to the U.K., and 
we have been proceeding on the general theory of their paper, enti- 
tled “The Persian Oj! Dispute” sent to the Department as Despatch 
No. 2353, November 19.* That paper made it quite clear that once 
there had been agreement on arbitration, Iran would be free to sell 
oil to all comers and neither AIOC or Iran would be under obliga- 
tion to enter into commercial agreement. 





‘Repeated to Tehran eyes only for Henderson Drafted by Nitze, cleared by Jerne 
gan, Bonbright, Linder, and Metzger, and signed by Nitze 

*See footnote 2, Document 2°) 

"Not printed (KK 2553/ 12-4152) 

*See footnote 3, Document 27 
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DMPA has an interest in having a commercial agreement ar- 
rived at. Its assurance of continuing deliveries would be better 
under such circumstances. However, in view of the fact that Mossa- 
deq has been brought around to a general acceptance of arbitration 
without his former conditions on the assurance that, once firm 
agreement on this has been reached, he will receive a one hundred 
million dollar advance from DMPA, we do not see how we can go 
back to a position of making a substantial portion of the advance 
contingent upon the conclusions of a commercial agreement with 
AIoc. 

We do, however, believe every effort should be made to get assur- 
ances from Mossadeq that NIOC would negotiate in good faith with 
“Export Company” looking toward a commercial agreement. 

As to your point C, we believe some form of understanding with 
respect to price is necessary to cover (a) the period prior to the ne- 
gotiation of a commercial agreement and ‘b) the contingency that 
no commercial agreement is finally arrived at. We doubt whether 
Mossadeq would agree to, or if he did that we could rely on, a com- 
mitment to let DMPA fix the discount from time to time unilater- 
ally as it saw fit. If the UK can suggest a formula more acceptable 
to them than that contained in Deptel 4337, we would give it 
prompt consideration. 

FYI in light of Henderson's telegrams we may have to consider 
increasing the immediately payable portion of the advance to forty 
or fifty millions. 

Re last para your 3611, we doubt whether any of the US majors 
would be prepared to participaie in formation Export Company or 
take lead in negotiations. Cities Service or other independents 
might be prepared to do so, but we don't know whether this would 
be acceptable to UK. 

Maximum indication of cooperation we received from majors was 
that they would try to find a basis for helping AIOC dispose of oi! 
or products for which it could not itself find market if that were 
necessary to working out of proper deal. 

We could, of course, reopen these questions with majors but 
doubt wisdom of doing so at this time. 

ACHESON 
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No. 263 


wae Fl 2A Vetegran 


The A’ sbassador in Iran (Henderson) to the Department of State’ 


TOP SECRET NIACT Tenran, January 2, 1953—10 p.m 


2506. 1. I have just returned from another exhausting and diffi- 
cult three-hour conversation with Mosadeq. During our conversa- 
tion Saleh read to him in Persian statement prepared by me set 
forth in Embtel 2505 to Department and 782 to London January 2.” 
During and after the reading of this statement there was consider- 
able discussion. Mosadeq refused, however, to retreat from his posi- 
tion that he would not grant to AIOC tremendous power over 
Iran's economic life which that company would possess if it had 
contractual rights over long period to purchase bulk Iran's oi) pro- 
duction. He admitted reluctantly and rather indirectly towards end 
our conversation that perhaps AIOC was in possession of transport 
and marketing facilities which Iran needed to dispose of its oil. He 
agreed that although he would not be willing to obligate Iran to 
sell large quartities of oil to AIOC over long period he would be 
prepared to negotiate with American company or with “interna- 
tional company” in which AIOC would be participant for sale of 
substantial quantities of oil and oi! production over a period to be 
determined. He explained term “international company’ as compa- 
ny composed of participants of more than one nationality and reg- 
istered in some country other than UK. He indicated that since 
AlJC would probably play important role in such company it 
should not be registered in UK. At end our conversation this sub. 
ject he wrote in Persian following in his little notebook: “We are 
willing to sign agreement for sale of a definite quantity of crude 
and refined oi! over a definite period of years with an international 
organization in which the former AIOC may or may not be a par- 
ticipant or with a US company or agency.” 

2. During our conversation we touched again on question of arbi- 
tration and he wrote following in his notebook in Persian: “The 
Iranian Government is willing to settle the question of compensa- 





‘Transmitted in two sect ons, also sent te London 

In telegram 2505 Ambassador Henderson reported that he would read a prepared 
statement to Mosadeq at his conference with the Prime Minister later that day In 
general the statement emphasized the great importance from Iran s point of view of 
concluding commercial arrangements with the AIOC because a) without a commer. 
cial agreement the British Gevernment could not be assured of payment of a com- 
pensation award, b) the U.S Gevernment would receive a great deal of criticiem if it 
advanced the money im the absence of a commercial arrangement, and ¢) it would 
be a symbol of good faith on the part of all parties. (884 2555) 1-255) 
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tion with the former company by arbitration on the basis of any 
English law, acceptable to the former AIOC, nationalizing any in- 
dustry in conformity with our previous conversations held on dates 
December 25 and 31.” After writing that, he went into considerable 
detail about various terms of payment and so forth. I stopped him, 
pointing out that I was not in a position to negotiate details with 
him, I was merely discussing principles. I suggested that we might 
find ourselves in a hopelessly confused state if I should try to pass 
messages back and forth re technical details of settlement of vari- 
ous phases of oil problem. He agreed and scratched out all he had 
written on this subject. In response to my inquiry as to whether 
the passage quoted above still held good, he replied in affirmative. 

3. He again referred to method of paying off compensation, and 
wrote down following in his little book in Persian: “After the sign- 
ing of arbitration agreement, 25 percent of the proceeds of all sales 
abroad of crude oil and oil products shall be deposited in a bank 
acceptable to both parties. The amount so deposited will be used so 
far as may be necessary to pay any compensation which may be 
found due the former company. If there is any balance left after 
payment of compensation that balance shall be turned over to the 
Iranian Government. After the decision of the Arbitration Board is 
handed down if Iran is still found to be owing to the former compa- 
ny 25 percent of the proceeds of sales abroad will be payable to the 
former company until the full amount of compensation has been 
paid.”’ At this point Prime Minister said he desired to make one 
exception to withholding of 25 percent for compensation. He 
wanted whole $100 million from American Government (see 
Embtel 2504 and London 781).* He needed it all and did not want 
$75 million. I said it would look more generous on his part and 
create better impression in general if he would also agree to put 
into escrow 25 percent of this amount. He replied that he woula 
like to do it but Iran needed every cent. He added that US could 
rest assured that none of this amount would be wasted. It wid be 
used to strengthen Iran economy and help preserve as part of free 
world until such time as oil revenues should again begin to flow. I 
told him that to be quite frank I had just received indication today 
that US agency which purchased raw materials including oil 
seemed to be reluctant to pay down whole $100 million immediate- 
ly upon signing of agreement of arbitration. My impression was 
that organization was thinking of paying approximately one-third 
of that amount immediately upon signature of arbitration agree- 
ment provided simultaneously a sales contract could be entered 
into with NIOC or Iranian Government and of paying remainder 





’Dated Jan. 2, not printed. (888.2553/ 1-253) 
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subsequently over period of six or seven months. Prime Minister 
said he would not register too great objection to part-payment at 
time of signature but he hoped that Iran could receive at least $50 
million in cash at outset. He had complete confidence in any con- 
tract made by US Government and would not worry if he had US 
agreement to pay remainder over period of several months. 
HENDERSON 





No. 264 
SAR 2553 1-353 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET NIACT TEHRAN, January 3, 1953—3 p. m. 


2518. Eyes only Secretary and Jernegan. 

1. Grateful for London’s helpful telegram to Department 3611, 
January 1, final section of which unfortunately was not received 
until late last night. Nevertheless arrival two sections just before 
my conversation last evening with Mosadeq enabled me to so steer 
conversation as to clarify certain points. It clear as result my yes- 
terday’s conversation that Mosadeq willing to have AIOC decide 
which UK national law it wouid be willing to have arbitration 
board use as basis. 1 asked him three times during this conversa- 
tion if I had understood him properly and received affirmative 
reply each time. I also wrote down his formula in his presence and 
at his dictation through Saleh, my Iranian counselor. 

2. With regard to other questions raised in latter portion reftel 
my comment is as follows: Re paragraph (b) in my opinion it would 
wreck negotiations to endeavor to tie additional monthly install- 
ments to conclusion commercial sales contract. It would be clear 
that reason for such tie would be endeavor to pressure Iran into 
concluding sales contract. If Iran should become conscious such 
pressure its suspicions which I doing my best to assuage would be 
aroused to greater degree than hitherto. I earnestly hope that Brit- 
ish will not insist on this tie-in. Re paragraph (c) it also my hope 
that British will not continue to insist that question of price for 
DMPA be left open pending conclusion commercial sales contract. 
For us to endeavor to connect price paid by DMPA with that to be 
negotiated by international company will again arouse suspicions. | 
can fully understand British concern lest willingness by DMPA to 
pay price higher than international company would be willing to 





. ‘Transmitted in two sections; also sent to London eyes only for the Ambassador and 
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pay might be prejudicial to negotiations by international company. 
ee ee eee 
provisions contained in paragraph 4 shall be appropriately modi 

fied to conform with price provisions of commercial contract with 
“export company”. DMPA could emphasize orally at beginning its 
negotiations with NIOC that in its opinion price tentatively set is 
higher than commercial price likely to be and that eventually 
therefore it should receive more oil for its money than contract in- 
dicated. If it would not be embarrassing to NIOC, its statement to 
this effect could be given publicity in Iran at time contract signed. 
In my opinion it would be preferable if American governmental 
agency would not be used as battering ram in effort to obtain 
lowest possible price from NIOC for long term commercial oil 
agreement. 

3. I obtained impression from reftel that British inclined to view 
with skepticism and reserve Mosadeq’s apparent willingness to 
make certain concessions and his expressed desire to see oil settle- 
ment effected at earliest possible time. Their past experiences, por- 
tion of which I have had honor to share, furnish them considerable 
justification for their attitude. I agree with their views that possi- 
bility receiving $100,000,000 has strong allure for Mosadeq. On 
other hand | hope British doubts will not cause them to consider 
situation entirely hopeless or to examine each suggestion made or 
agreed to by Mosadeq with so much suspicion that we shall become 
bogged down in morass from which no solution can possibly 
emerge. As I have said in previous telegrams, I would not under- 
take to guarantee what Mosadeg will or will not do. I left him laet 
night with impression that for first time he beginning to believe 
that there real possibility of early settlement. 

I hope developments will not lag to such extent that he will 
again become discouraged and relapse into his usual intransigent 
frame of mind. Analysis of present situation here convinces me 
that it will be easier to obtain agreement from him than from any 
Prime Minister who has any likelihood of succeeding him and that 
if an agreement is to be obtained from him we must move rapidly. 
Furthermore we can not afford to become discouraged at tempo- 
rary reverses or at flares of intransigence on his part. We had par- 
tial reverse on December 31 and may have more. | believe never- 
theless we have in general made tangible progress. Although thus 
far Mosadeq has shown more interest in settling question compen- 
sation since he has seen some dollars in offing than he had in 
matter future sales, I detected during our last conversation grow- 
ing interest in matter of future sales and I believe this interest will 
continue grow as we surmount hurdle of compensation. Mosadeq 
has to extent one track mind and difficult for him concentrate on 
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more than one problem at time. I not be surprised if in case the 
compensation question settled and international company set up he 
try persuade it contract buy more oil than it believed itself able 
absorb. 

4. I sincerely hope British will reconsider their attitude re ICJ 
judges being used as arbitration panel. I wonder if intent Article 34 
Charter was really to prevent judges from being of maximum as- 
sistance in settling dispute which although between state and pri- 
vate company nevertheless is developing into threat to world peace. 
Intent of Article may have been to prevent Court from having its 
energies taken up with multitude litigation not really of prime 
international importance. Court’s usefulness might be enhanced if 
it could in case of this kind resolve itself into, or permit several of 
its justices to assist in forming, arbitration tribunal. I partly re- 
sponsible for suggestion that if certain justices did not wish to par- 
ticipate in proceedings they might drop out. Mosadeq’s original sug- 
gestion was that “full panel’’ of justices serve as arbitration tribu- 
nal. I pointed out it might be physically impossible to have full 
panel; that in recent proceedings between UK and Iran justices of 
India and USSR did not participate; similarly various judges might 
not wish or be able be present during arbitration proceedings. Mo- 
sadeq's answer was if certain justices did not participate he would 
be willing to regard those who did as representative arbitration 
board. In case it impracticable for all or most judges to act as arbi- 
tration board I hope British will consider somewhat more sympa- 
thetically Mosadeq’s suggestion that McNair and Sanjabi represent 
nucleus of arbitration board of three. It seems to me that if matter 
were presented in proper light to Court some way should be found 
to give McNair leave from Court to act in this capacity. Sanjabi not 
regular justice and could serve without receiving sanction Court. 
Surely provisions that judges are prohibited from engaging in any 
other business were not intended to prohibit them from participat- 
ing in quasi-judicial proceedings of this kind which can have so 
great significance for world stability. In any event my efforts here 
will suffer serious setback if Court not approached immediately 
and in good faith with inquiry as to whether or not it would be 
willing (a) to resolve itself into arbitration panel or (bj to permit 
McNair to act as arbitrator. If Mosadeq’s suggestions re use of jus- 
tices of Court in arbitration proceedings are turned down because 
of British misgivings rather than because of decision of Court itself 
that agreement to them would be improper it would be difficult 
again to convince Mosadeg that British are not dragging their feet 
or that British really do desire early settlement. Mosadeg is infatu- 
ated with fairness of Court since its recent decision. It will be diffi- 
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cult persuade him trust any other arbitrator. Furthermore ICJ pop- 
ular for present with Iran public. 
HENDERSON 


SRA 2553/1-353 Telegram 


The Secretary of State to the Embassy in the United Kingdom' 


TOP SECRET WASHINGTON, January 3, 1953—6:18 p. m. 
PRIORITY 


4403. Eyes only Amb and Byroade. Re Byroade-Nitze telecon 
today fol are our views on major points: 

1. Arbritration: We agree Henderson views expressed para 4 
Tehran tel 2518 (788 London).? As we see it there are three lines 
which cld be followed: (a) as suggested Tehran reftel Court cld be 
asked resolve itself into Arbitral Tribunal, (b) Court cld be asked 
give McNair leave to join with Sanjabi in nominating third arbitra- 
tor and serving on Arbitration Board, or (c) reluctantly we suggest 
that if Brit find neither (a) or (b) acceptable, Henderson cid at- 
tempt to persuade Messadegh accept formal participation Brit Govt 
as party before Court by presenting to him detailed draft agree- 
ment which wid spell out plainly and carefully that Court in no 
way going back on its previous decision that dispute not subject its 
jurisdiction and making plain UK appearing solely as rep AIOC. 

Re (c) wid appreciate Henderson views whether he considers it 
feasible take this up with Mossadegh on basis draft transmitted 
Deptel 1611 (4384 to London)® or if we provide more elaborate 
draft. 

Re (a) and (b), we think shld be possible get around prohibition 
on Judges engaging in other business if they receive no compensa- 
tion for arbitral services. In any event we agree with Henderson 
that Brit shid not reject these two possibilities until Court itself 
has been asked to consider them. If they agree believe they should 
immediately consult Court. Unless Brit object we wid recommend 
we be authorized notify Mossadegh this being done as evidence Brit 
interest in coming rapidly tc settlement. 

2. Price: In light Henderson telegram we gather 35 percent dis- 
count in proposed DMPA contract wid probably be acceptable to 
Mossadegh and we hope Brit will also find it reasonable. 





‘Also sent to Tehran. Drafted by Nitze, Linder, and Jernegan; signed by Jerne- 
gan. 


*Not printed. (888.2553/ 1-253) 
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3. International Company: We believe Mossadegh latest proposal 
(Tehran tel 2506 rpt London 783)* offers satisfactory solution ques- 
tion negotiation sales contract. We believe that UK should be 
pressed at this time only to agree (a) that name of “Export Compa- 
ny” be changed to one including word “International”, (b) that this 
company be incorporated in Switzerland or some other non-British 
jurisdiction and (c) that there would be a non-British interest or in- 
terests sufficient to justify calling it international. However, we 
think it probably unnecessary actually to complete formation of 
company before arbitration agreement concluded, so long as Mossa- 
degh can be assured that company will be international and incor- 
porated outside UK. Although we anxious see speedy progress on 
both lines, we fear that if conclusion arbitration agreement tied to 
complete organization of company inevitable delays in deciding 
participation and completing incorporation wld endanger arbitra- 
tion agreement. Company need not be in existence prior to ad- 
vances by DMPA since such advances cld be made direct to NIOC 
even though new company wid be made agent for receiving and de- 
livering oil bought by DMPA. 

FYI Our preliminary thought is that AIOC might participate to 
extent of something less than 50 percent, with Shell taking a good 
slice; thus together they wid have control. French having requested 
participation they might be allotted five to ten percent and remain- 
der held open for American participation. Question of how to 
decide what American companies shld participate is somewhat 
troublesome although we are confident it can be worked out. End 
FYL. 

4. Message to Mossadegh: We think point has been reached at 
which it is important Henderson be able convey to Mossadegh some 
reaction as coming from Brit rather than Amer Govt. It is of 
course up to Brit to determine what they might be willing to say 
but we wid think minimum wid be expression of genuine interest 
in Mossadegh proposals plus statement they being urgently studied 
and British Govt hopes soon to be able discuss details. Henderson 
cld simultaneously say that US Govt considers Mossadegh propos- 
als offer real basis discussion and is prepared cooperate fully with 
Iran and Brit Govts in working out agreement along these lines.® 

ACHESON 





*Document 263. 

*Byroade responded on Jan. 4 that he agreed with the analysis contained in tele- 
gram 4403 and believed that the proposals outlined in it might well serve as the 
basis for an agreement. He went on to say that the British were being brought up to 
date, that the British Cabinet was scheduled to consider the matter shortly, and 
that he hoped that there would soon be decisions made in London which could be 
transmitted to Mosadeg. (Telegram 3644; 888.2553/ 1-453) 
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No. 266 
wee 2558 1-458 Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


TOP SECRET NIACT Lonpon, January 6, 1953—11 p. m. 

3696. Eyes only Secretary and Jernegan. Subsequent to meeting 
reported Embtel 3662, January 5, Eden decided he would have 
consult his Cabinet colleagues before approving interim statement 
to Mossadeq regarding arbitration. Whole Iranian problem dis- 
cussed by Cabinet this morning within context of our discussions 
here to date. 

This afternoon, Eden asked Gifford, Byroade, Holmes and 
Palmer to meet with himself, R. A. Butler, Leathers, Lloyd and top 
ranking members Persian Oil Committee to discuss progress thus 
far and future line of action. Discussion covered following points: 

1. Form of arbitration. Eden said he felt that we were in agree- 
ment on principle regarding referring compensation question to ar- 
bitration by ICJ and only remaining problem one of technicality. 
He conveyed to us message which Henderson could pass on to Mos- 
sadeq regarding informal consultations with court. Text of state- 
ment and oral explanations which Henderson might make are 
being covered in separate telegram. 





'Transmitted in two sections; repeated to Tehran niact and eyes only for Ambas- 
sador Henderson. 

*In telegram 3662 Byroade reported that he, Holmes, and Palmer met with Dixon, 
members of the Persian Oil Committee, and AIOC officials on Jan. 5. The British 
indicated they were drafting an interim reply concerning the Byroade-British con- 
versations in London that Henderson could present to Mosadeq. The British planned 
to emphasize in this statement that they did not believe there was any substantial 
difference between their and the Iranian attitude regarding the manner in which 
the question of compensation might be referred to arbitration; they were consider- 
ing suggesting to Mosadeq that they should approach the ICJ to see which of Mosa- 
deq's suggestions the court could carry into effect; and the British hoped to clear 
this draft with Eden that very afternoon. (888.2553/ 1-553) 

*Transmitted to the Department in telegram 3695, Jan. 6. Again, the British be- 
lieved there was no substantial difference between their and the Iranian attitude 
regarding the role which the ICJ might play in determining the question of compen- 
sation by impartial arbitration. Moreover, the British would welcome the making of 
informal contact with the Court concerning Mosadeq's suggestions concerning the 
method of arbitration, but they thought it preferable for some other nation besides 

Continued 











IRAN, 1952-1954 583 


2. Terms of reference for arbitration. Eden indicated that HMG 

has made good progress in working out terms of reference based on 
Coal Nationalization Law. These have been approved by legal ad- 
visers of interested government departments and are now before 
Lord Chancellor for final approval, which he hoped to have tomor- 
row. 
3. International company. He reiterated statement made by 
Dixon yesterday that HMG would have liked AIOC to be principal 
customer for Iranian oil, but said that HMG now “willing reluc- 
tantly to agree” to a consortium with AIOC’s largest but not major- 
ity interest. This company should probably be registered outside 
the UK, perhaps in Switzerland. From public relations point of 
view, he thought it should not be registered in US. Maud said 
Wor! + Party urgently studying possible form international com- 
pany. Leathers indicated group has in mind that company might 
consist UK, US, French and Dutch interests. He thought it would 
probably take six-eight weeks before company could be activated 
and in position start negotiations sales contract with Iran. We 
stated this seemed undue length of time and urged all possible 
speed. (After meeting Maud indicated six or eight week period was 
purely Leather’s guess and this statement had not resulted from 
any information furnished him. Maud said he would be quite em- 
barrassed if task should take that long.) 

4. DMPA advance. Eden said HMG accepts principle of DMPA 
advance but feels installments should be tied closely in with com- 
mercial arrangements. He voiced same apprehension as Working 
Party in our previous meetings re removal of incentive for Mossa- 
deq to reach commercial arrangement unless advance clearly tied 
in. 

We explained our conception that DMPA funds are being used to 
purchase arbitration. If we now tried to link DMPA advance with 
commercial agreement, we stood grave risk of having possibility of 
settlement founder. We felt encouraged by Henderson's recent con- 
versation with Mossadeq and were particularly pleased at former's 
initiative in having pressed ahead so quickly with Mossadeq re- 
garding necessity commercial sales agreement. We had been en- 
couraged by Mossadeq’s indication his willingness to negotiate 





the United Kingdom to sound out the Court. The United States was willing to un- 
dertake this task if this procedure were agreeable to Mosadeg. (888.2553/ 1-653) 

On Jan. 7 Ambassador Henderson reported that he had orally presented the Brit- 
ish statement to Mosadeq that evening, and he said he would entrust the United 
States with the task of approaching the ICJ. Henderson also emphasized that the 
British had thus far agreed to nothing except impartial arbitration, and that no de- 
cision had been made concerning his other suggestions, including terms of reference 
(Telegram 2585; 888.2553/ 1-753) 
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agreement with international company. We emphasized that we 
were just as concerned as UK to see the sales contract quickly con- 
cluded with Iran, in order obviate possibility latter dumping oil. 
We felt there was no difference between US and UK on this ques- 
tion. Only problem was one of tactics as to how DMPA advance 
might be used for best tactical advantage. British suggested that 
problem was to find some middle ground between our reluctance to 
tie DMPA advance to conclusion of sales agreement and their con- 
cern regarding removal of incentive on Mossadeq’s part to culmi- 
nate agreement. Eden indicated, in this connection, that he 
thought HMG would be less concerned regarding manner of DMPA 
advance if Mossadeq would agree regarding arbitration and give 
commitment similar that which he wrote in his notebook regarding 
his willingness sign sales contract with international company 
(paragraph 1, Tehran's 2506, January 2 to Department). He was 
somewhat concerned, however, regarding subsequent installments 
after first part of advance if, say, $50 million were made and quer- 
ied us closely as to how these subsequent increments of $10 million 
would be tied to completion sales contract. He felt there was 
danger that Mossadeq might be content to live as pensioner and 
neither to deliver under DMPA contract nor to sign commercial 
sales contract. We reiterated our opposition to tying two problems 
together and emphasized as evidence our intentions, necessity of 
our recouping US funds which we are investing in this project 
which can only be done through flow of oil. This seemed reassure 
British somewhat, although they continued express concern. They 
seemed particularly worried regarding size contemplated initial ad- 
vance of $50 million and asked whether we could not see our way 
clear to reduce this to $30 million. Eden expressed fear that size- 
able initial advance might encourage Mossadeq to think he had 
breathing spell before opening negotiations with international com- 
pany. 

In effort bridge this gap, we suggested that in addition to obtain- 
ing commitment from Mossadeq regarding his intention negotiate 
commercial arrangement within international company, we might 
try to pin him down to begin negotiations within given period. 

5. Escrow arrangements. During course discussion on DMPA ad- 
vance, it was apparent that there was some misunderstanding 
among British regarding manner in which 25 percent of value of 
oil would be placed in escrow for compensation. We explained 
matter in detail and Byroade subsequently had separate meeting 
with Dixon and other Foreign Office, Fuel and Power and Treasury 
officials on this subject. 

6. Marcus deal. Leathers reiterated British concern regarding 
Marcus deal. British felt that it would be preferable if this compli- 
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cation could be cleared out of way. We told them that we thought 
they had no cause for concern on this point. British indicated they 








The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


TOP SECRET NIACT Lonpon, January 6, 1953—11 p. m. 

3694. For the Secretary from Byroade. Consider meeting with 
Eden and advisors today quite encouraging. Have felt from past 
discussions that the British were psychologically prepared to go for- 
ward with agreement on Iran but were being characteristically 
reticent prior to necessary high-level discussions and consultations 
with AIOC. Principal point between us seems to be questions re- 
volving about the manner in which our advance is handled. In view 
of British concession to allow AIOC and not the state to be member 
to the dispute and the fact that they have now clearly agreed to 
handle phase two through an international consortium registered 
outside of UK, believe we should meet them wherever we can on 
remaining points of disagreement without of course restricting the 
use of our “bait” in such a manner as to upset the whole deal. 





‘Transmitted in two sections; repeated to Tehran eyes only for Ambassador 
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Points on which I believe we need Department's guidance are as 
follows: 


1. Manner In Which Consultations With Court Are Undertaken. 


In answer Eden’s query as to whether we would be willing to in- 
formally approach the Court we replied in the affirmative. Terms 
of reference placing matter before the Court may be important in 
this informal contact. British believe they can have a draft of such 
terms by tomorrow afternoon. Believe therefore we should wait 
until in possession of that draft as well as to receive word from Mo- 
sadeq that he agrees to our contact with the Court. 

Then comes question of who should go to The Hague. It would 
clearly be advisable to have lawyer who is familiar with Court, its 
charter [Statute], and has background in the Iranian problem. No 
one in London appears to meet these qualifications. If someone in 
London is to be assigned this task, it should probably be Palmer 
and myself or perhaps Palmer alone. An alternative would be for 
Butch,’ if he is available, to fly straight to Hague and be met there 
by Palmer. Please advise. 

2 Problem of Handling Escrow Deposits. 

This seemed to greatly concern the British. They have never 
been clear as to how this matter would be handied. I explained our 
views today as set forth in Deptel 4400.° Eden told me afterwards 
he considered this one of his greatest public opinion problems. If it 
is made to appear in Britain that the United States advanced as 
much as $50 million initially on oil without any portion thereof 
being set aside for compensation, he would indeed be in trouble in 
Parliament and with public. I explained to him that he could truth- 
fully say that under our arrangement 25 percent of the proceeds 
for sale of oil would be set aside for compensation. The difficulty he 
foresees arises from the fact that if oil does not flow through a 
commercial contract there will be nothing set aside and Mosadeq 
will have $50 million or more completely free from compensation 
payments. | stated I believe it impossible for the United States to 





*Presumably reference is to the Department's Legal Adviser, Adrian S. Fisher 
See telegram 4505 to London, Jan. 7, infra. 

"In telegram 4400, Jan. 3, the Department reported that Iran would receive the 
total advance of $100 million without any deduction with respect to compensation 
However, as deliveries of oi! were made, 75 percent would be credited for repayment 
of the advance and 25 percent would be paid for in cash by DMPA, the proceeds 
being deposited in an escrow account. Thus, DMPA would advance $100 million and 
purchase an additional $33 million worth of oil which represented a total cash 
outlay by DMPA of $122 million to be epent on either crude or refined products. Of 
that, $100 million would accrue to DMPA as reimbursement for the original $100 
million advanced and the other &%8% million would be deposited in escrow. (888.2553/ 
1-353) 
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make contract in which portion of our advances to Mosadeq would 
automatically be set aside in escrow account and saw no way that 
funds could be placed in escrow prior to the time oil actually began 
to move. I indicated, however, we would give the matter serious 
thought. (Later, one of Treasury officials suggested agreement 
volving entire advance (ie., $133 million), but with contingent ar- 
rangement whereby Iran authorizes us deduct 25 percent for depos- 
it in escrow.) In considering this point I have since reviewed alter- 
native plans set forth by Henderson in Tehran telegram 2510 to 
Department (repeated London 785)* but do not as yet see way to 
meet Eden's point. Perhaps if [there] is no other way, public state- 
ment by each of us could be devised partially to meet Eden's point. 
Please advise. 

3. Question of Long-Term Contract. 

British concerned Mosadeq’'s real interest may be that of obtain- 
ing advances from United States without intention to follow 
through on an adequate sales contract. I attempted to assure Eden 
that we would be just as concerned of such a development as would 
be the British. We felt Henderson's latest conversations with Mosa- 
deq showed a considerable trend in the right direction and that we 
would lose no opportunity to impress upon Mosadeq the necessity 
for an early arrangement which could cause substantial quantities 
of oil to flow. Eden agreed Henderson's initiative in taking this 
point back to Mosadeq has been indeed admirable and that some 
results have been obtained. He quoted last sentence of paragraph 1 
of Tehran's telegram 2506 (repeated London 783)* which gave Mo- 
sadeq's statement that he was willing to sign an agreement for sale 
of a definite quantity of crude and refined oil over a definite period 
of years with an international organization of which the former 
AIOC could be a participant. Eden wondered if we might not ask 
Mosadeq to make this a formal commitment at the time of the 
signing of the arbitration agreement and our interim sales con- 
tract. I indicated that I thought this would be a reasonable move. I 
tentatively stated, subject to considera*‘ion, that it might be possi- 
ble to ask Mosadeq to also commit himself as to when Iranian rep- 
resentatives would be able to undertake negotiations with interna- 
tional consortium. Eden thought that that would be extremely 
helpful and would greatly ease his problem of seeing the United 
States advance large sums of money not tied directly into the com- 





*In telegram 2510, Jan 3 (RRR 2552/1-252) Ambassador Henderson set forth add- 
tional suggestions concerning the memorandum transmitted in telegram 1588 to 
Tehran, Dec 31, 1952 (RRR 2553 12-3152) 

‘Document 263 
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pletion of the sales contract. Request Henderson's and Depart- 
ment’s views as to feasibility of asking Mosadeg at the time of sign- 
ing to make one or both of these commitments.* 

In my conversations with Dixon, I had told him we might feel it 
necessary to raise the first advance some $30 millions to $50 mil- 
lions. Just prior to Cabinet meeting, we sent substance first para- 
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handle the question of escrow deposit to their 
obtain the commitments referred to in point 3 above. In 
light of these factors please advise as to what figure should be used 
My own recommendations are set forth below. No opportunity at 
present check these with Gifford or Holmes and Ambassador may 
wish comment latter. Points refer numbered paragraphs above. 


(1) Fisher proceed here or Hague at once if this at all 


piu 
tr 


our point of view as well as that of the British. 
(4) In event we can be helpful on points (2) and (3) above, or at 
the very minimum (3), recommend we stick to 50 million figure and 


tract. (Interesting in this connection British today only talked of 





*For the Department's response, see telegram 4505, infra. Ambassador Hender- 


thonaliet extremists wn Iran (4M 2553/1-553) 
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allies. It would be difficult to justify an advance merely for the pur- 
pose of making compensation available to AIOC. 

The U.K. paper of Nov 19* indicated that it would be desirable, 
but not a condition precedent to agreement on arbitration, that a 
portion of Iran’s oil revenues during phase two be placed in escrow. 
We believed we had fully satisfied their point in our original for- 
mulation of Heads of Agreement re DMPA advance. 

It might be possible to change the appearance without changing 
the substance, but believe even this would present us with grave 
difficulties and delays in being able to get the prompt action which 
is desirable from DMPA and the other interested agencies. 

We believe Eden is under misapprehension when he states that 
“If oil does not flow through a commercial contract there will be 
nething set aside toward compensation”. Heads of Agreement 
paper provides that NIOC must agree to a schedule of deliveries, 
etc. before monthly installments of advance are made. We antici- 
pate that even if commercial agreement should be delayed or in 
the last event prove impossible that International Export Company 
would have been formed and DMPA would receive deliveries, at 
least of products now in storage and of crude, and that as deliveries 
are made an amount equal to twenty-five per cent of their value 
would be put in escrow. Thus whether or not commercial agree- 
ment is made, payments will be made into escrow account propor- 
tionately and as rapidly as U.S. receives reimbursement of ad- 
vance. 

Point 3. Subject to Henderson’s comments, Department believes 
both your suggestions may have merit. As to first suggestion, it 
should be understood of course that Mossadeq would not be asked 
to go beyond his previous statement reported Tehran Tel 2506 that 
he would be willing sign agreement for sale definite quantity oil 
over definite period years with an international organization of 
which AIOC could be participant. Validity or implementation of ar- 
bitration agreement or DMPA contract would not be dependent 
upon final conclusion commercial agreement. As to second sugges- 
tion, Brit should be clear that international consortium will be in a 
= to initiate negotiations as soon as Mossadeq is so prepared 
to do. 

Point 4. In view of fact we do not believe we can meet Eden’s 
problem on Point 2, we feel it would be desirable to make figure for 
initial advance forty million dollars. We would not want, however, 
to be foreclosed from raising this to fifty million dollars in the 
event that Henderson should find it impossible to get Mossadeq’s 
cooperation on other essential points if we stick adamantly to the 
lower figure. Obviously, from our standpoint, forty million dollars 
rather than fifty million dollars would be desirable.* 





*See Document 237. 

*On Jan. 9 Ambassador Henderson expressed the hope that he would receive in- 
structions to offer Mosadeq an initial advance of $50 million rather than $40 million 
because he was fearful that if Mosadeq gained the impression that the most liberal 
offer was not being made from the beginning, he might haggle at every point of the 
negotiation. (Telegram 2612; 888.2553/ 1-953) 
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Re tactics, we are inclined to favor British suggestion. An addi- 
tional consideration in this connection is that the memo re Heads 
of Agreement on DMPA advance would need to be elaborated at 
some time into a more formal and detailed contract between 
DMPA and NIOC. We doubt whether it would be wise to send a 
DMPA representative to negotiate such a detailed contract prior to 
agreement by Mossadeg on the three points contained in the Brit- 
Reurtel 3696 Jan 6, para 3, assume you continuing press utmost 
speed in organization of International Export Company. In its 
prompt activation and initiation of negotiations for commercial 
agreement lies UK’s best hope that our advance will not cause 
Mossadeq to become “pensioner”. Except for problem of negotia- 
tions between AIOC and other participants which should not be 
permitted to drag indefinitely, we see no reason why with determi- 
nation to move forward company could not be organized and be in 
position to begin negotiate within month at outside even though all 
arrangements with all participants have not been worked out by 
that time. 
ACHESON 





No. 269 
RAK 2553/1-853: Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State' 


TOP SECRET NIACT Lonpon, January 8, 1953—11 p. m. 


3737. From Byroade. In the discussions today with Eden points 
which were discussed (other than terms of reference reported sepa- 
rately) were as follows: 


1. Form of arbitration. British clearly do not like idea of Court 
appointing such of its own judges as are willing to serve as arbitra- 
tion panel. I gathered they would not refuse such a course if Court 
preferred this method, but they would clearly wish whole Court, or 
at least a substantial and balanced majority, to participate. 

British do not wish any arbitration panel less than 5 members. If 
Mosadeq’s second alternative could be increased in some manner 
from 3 to 5 they would not object. 

British clearly prefer that Court — a 5-member arbitration 
panel, with all members selected at discretion of Court. Question as 
to whether to refer to alternative methods of form of arbitration in 





‘Repeated to Tehran eyes only for Ambassador Henderson. 
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formal communication to Court was left for further discussion after 
our initial contacts with Court. 

[2.] Tactics. I agreed with British that immediate task before us 
was to prepare a “package” approach consisting of following: 


(1) Draft arbitration t; 

(2) Main outlines of DMPA contract and manner in handling 
US advance; 

(3) Commitments desired from Mosadeg re opening of negoti- 
ations before a commercial contract. 


3. Method of handling escrow. Eden reluctantly accepted fact we 
could not handle escrow problem in manner that would allow funds 
to be set aside prior to actual delivery of oil. He stated that if 
DMPA contract could be for oil to value of $133 million instead of 
$110 million, this would help meet his problem. | sup he meant 
that he could point out that US was buying $133 million worth of 
oil, but that only $100 million of this amount would accrue to Iran 
while $33 million would be placed in escrow for AIOC. Also it 
would be clear to other concession countries that because of com- 
pensation element, DMPA terms not more favorable than 50-50. I 
told him I ht our contract would necessarily have to be for 
total amount of oil to be purchased by DMPA and as this was 

uivalent of $133 million worth, I believed his point had been met. 
Please confirm total quantity to be specified in DMPA contract. 

4. Commitments from Mosadeg. British clearly delighted we 
would seek two commitments from Mosadeq mentioned under point 
three my telegram 3694 to Department (repeated Tehran 127). I 
pointed out we had not yet received Henderson’s comments and I 
did not think in any event we could go beyond —s Mosadeg to 
agree formally to substance previous statement to Henderson in 
this regard. There was some discussion as to whether matters of 

rice, etc. could be brought into those commitments. I stated I be- 
ieved it to be unreasonable request commitments such matters in 
advance of commercial negotiations. 

5. Initial advance. | informed British we will attempt to restrict 
our initial advance to $40 million unless it were found impossible 
to obtain cooperation of Mosadeq on other essential points of a set- 
tlement if we stuck adamantly to lower figure. 

6. Subsequent installments. | had planned not to raise this sub- 
ject again with British but to assume in future in view of vague- 
ness of past discussions that they did not object to manner in 
which we planned to handle these installments. British raised 
point, however, and pressed again for us to tie subsequent install- 
ments to conclusion of a commercial contract. I stated I was certain 
Washington would not approve of this arrangement. To do so 
would be accepting a provision that our Ambassador has told us 
emphatically will not work. Eden asked if we could not tie install- 
ments in some way to beginning of negotiations and indicate to Mo- 

that faster oil flowed, quicker he would get his subsequent 
Iments. I stated that if international company could be 
formed in a hurry there was every possibility that a sales contract 
could be concluded long before installments would all be made. If 
British would be able through international company to begin ne- 
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gotiations within a month and Mosadeq committed himself to be 
ready within that time limit, there was as well every probability 
that first installment would not be made prior to that time. I 
agreed to explore possibility of some connection between install- 
ments and beginning of negotiations, but refused to agree to tie 
them in any way to conclusion of a sales contract. 


The above haggling on amounts and timing of installments can 
not help but be annoying under the circumstances. It represents a 
fundamental difference on tactics between US and British so obvi- 
ous in many problems. It is the theory of the “dangling carrot” 
which will force better terms in negotiations and is the same prob- 
lem I run into here on the subject of Egypt. I believe it fruitless to 
continue extended conversations on such subjects. If you have any 
ideas as to whether we could make some tie-in between our install- 
ments and the beginning of negotiations, they would be appreciat- 
ed. If not, I plan to stick to our present position as representing 
firm position of the Secretary. 

GIFFORD 





No. 270 
888 _2553/1-853. Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State 


TOP SECRET  NIACT LONDON, January 8, 1953—11 p. m. 


3738. From Byroade. We had another meeting on Iran this after- 
noon with Eden and other officers mentioned Embtel 3696 repeated 
Tehran 129. Most important subject discussed was question of 
terms of reference for Court which will be dealt with in terms 
cable. Other matters discussed will be dealt with in separate mes- 
sage.* 

We informed British that we considered question raised in para- 
graph 2, Tehran’s 2569 repeated London 816° as most important 
issue yet unresolved and one which is most likely cause failure in 
reaching final agreement with Mosadeq. We supported Henderson’s 
views we did not believe Mosadeq could accept terms of reference 





‘Repeated to Tehran eyes only for Ambassador Henderson. 

2Telegram 3737, Jan. 8, supra. 

3In telegram 2569, Jan. 6, Ambassador Henderson warned that Mosadeq would 
not accept British terms of reference governing compensation which clearly indicat- 
ed that he had agreed with the British that the ICJ could ask Iran to pay compensa- 
tion to the AIOC for the loss of future profits. (888.2553/ 1-652) 
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which made it clear on their face that Mosadeq had agreed that 
Court can ask Iran to pay compensation for loss of future profits. 

British produced draft terms reference which are based on coal 
nationalization tribunal’s terms and have been fully agreed in UK 
Government. Text follows: “The terms of reference of the tribunal 
shall be: 


“(1) To determine the sum required to provide fair compensation 
to the compan pony iar the loss of the property, rights and interests in 
Iran held by company immediately prior to the passing of the 
Iranian Oil Nationalization Laws of March and May, 1951, and for 
that purpose the tribunal shal] ascertain the amount which such 
property, rights and interests might have been expected to realize 
if sold as one unit in the open market as property, rights and inter- 
ests of , going concern by a willing seller to a willing buyer on the 
basis 0 


“(a) The net annual maintainable revenue, that is to say, the 
net annual revenue which the company reasonably have been 
expected to earn in the future from its operations in Iran if the 
Iranian laws in question had not been passed; 

“(b) The number of years purchase to be applied to such net 
annual maintainable revenue 


“(2) To determine the validity of any counter claims which the 
Iranian Government may have against the AIOC and the sum re- 
quired to meet them”’. 


There was considerable discussion as to why such an unattrac- 
tive formula was necessary to protect British position. Point seems 
to be that while Coal Nationalization Law clearly refers to future 
earning capacity aspect, this is on basis of assets of the Mining As- 
sociation. In the case of coal, there was, of course, no concession in- 
volved. It seems, therefore, that under this law question would 
arise as to whether concession agreement was included among 
assets of AIOC. Iranian position has been, of course, that conces- 
sion agreement invalid and British fear they will take position 
before court that compensation should be determined solely upon 
basis of “property” involved. They, therefore, wish have terms of 
reference which indicates that company would be compensated for 
loss of “property, rights and interests” in Iran. 

There was inconclusive discussion whether British could accept 
simple terms of reference merely referring to Coal Nationalization 
Law and have a private agreement with Mosadeg that in presenta- 
tion before court Iranians would not contest claim for future prof- 
its resulting from cancellation of concession contract. 

We suggested that while we did not know whether the words 
“rights and interests” could be publicly accepted by Mosadeg, it 
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seemed their point could be met just as well by reducing their text 
to following: 

“To determine the sum required to provide fair compensation to 
the company for the loss of property, rights and interests Iran 
held by the company immediately prior to the passing of the Irani- 
an Oil Nationalization Law of March and May, 1951, and for that 


purpose the tribunal shall use as a basis the terms of the Coal In- 
dustry Nationalization Act 1946 of the United Kingdom”. 


The British then produced following text which they stated had 
not been cleared with AIOC: 


“(1) To determine the sum required to provide fair compensation 
to the company for the loss of the property, rights and interests in 
Iran held by company immediately prior to the passing of the 
Iranian Oil Nationalization Laws of h and May, 1951, on the 
basis that those laws had not been passed and that the property 
rights and interests of the company in Iran had been sold immedi- 
ately before the passing of those laws in the open market as a 

ing concern by a willing seller to a willing buyer, this being the 
a ado for the purposes of the compensation awarded under 
the Coal Industry Nationalization Act 1946 of the UK. 

“(2) To determine the validity of any counter claims which the 
Iranian Government may have against the AIOC and the sum re- 
quired to meet them”’. 


Eden asked if I would transmit text above which is their first ref- 
erence to Henderson for comment. I stated that I would do so but 
as this text clearly spelled out question of future profits, I feel they 
need be under no illusion that we would find text quite unsatisfac- 
tory. After some hesitation, British agreed that I could transmit 
other two texts given above for comment by Department and Hen- 
derson, but with understanding they have not been approved here. 

In my own view the British preferred text is quite unacceptable. 
I believe, however, from a legal point of view they may run certain 
risks under Coal Nationalization Law unless it is clear that “rights 
and interests” can be added to word “property”. Urgently request 
advice as to whether Henderson believes Mosadeq could accept ad- 
dition of those two words. 

Also request advice as to whether you see any possibility of a 
secret commitment being used on this point. I believe it would be 
out of question for two governments to reach a secret agreement 
which could be referred to court for its guidance. Only other possi- 
bility in this field would seem to be secret agreement that Iranians 
would not contest before court a claim for future profits based 
upon concession agreement which are over and above future earn- 


ing power of physical property. 


GIFFORD 
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No. 271 


888 2553/1-953 Telegram 
The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


TOP SECRET NIACT Lonpon, January 9, 1953—10 p. m. 


3777. Eyes only Secretary and Jernegan from Byroade. I am 
again encouraged by pace at which things now seem to be moving 
here on Iran. Eden extremely good at lunch and overruling his ad- 
visers in our presence, arranged series of meetings this afternoon 
culminating in meeting his Cabinet colleagues this evening. I think 
that British are on verge of decisions here which may well finalize 
quickly. One sign of encouragement is urgency and apparent open- 
mindedness with which British have undertaken to examine new 
formula for terms of arbitration which we put to them today 
(Embtel 3745 January 9).2 Formula also discussed this afternoon 
with Company who seem favorably disposed, but wish to consult 
Shawcross who arrives from Aden tomorrow before final decision 
reached. Eden has indicated his willingness return if required for 
Iran discussions. 

After lunch with Eden today, there was further discussion of 
question of tying DMPA advances in with commercial negotiations. 
We both reiterated our respective points of view, but there was no 
doubt that Eden definitely more flexible on this problem than most 
of his colleagues. At end of discussion Eden suggested that matter 
might be handled by our making initial advance of 40 to 50 million 
dollars upon completion arbitration agreement and DMPA contract 
and subsequent installments on monthly, or preferably bi-monthly, 
basis after schedule of deliveries agreed on, informing Mosadeq at 
same time that if commercial negotiations with international com- 
pany were completed earlier, entire remaining advance would be 
handed over. I said we would be willing to look into this one. 





‘Repeated to Tehran eyes only for Ambassador Henderson. 

“In telegram 3745 Byroade informed the Department that he was submitting a 
new formula for the terms of reference governing arbitration in an effort to meet 
British objections expressed the previous day. The text of the new formula reads: 

“To determine the sum required to provide fair compensation for the loss of prop- 
erty, rights and interests in Iran sustained by the company as the result of the pass- 
ing of the Iranian Oil National Law of March and May 1951 and for that purpose 
the tribunal shall use as a basis any English law, which the company might specify, 
nationalizing any industry in the UK; and to determine the validity of counter- 
claims which the Iranian Government may have against the company and the sum 
required to meet them.” (888.2553/ 1-953) 
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On reflection, I no longer think personal message from Secretary 
to Eden suggested Embtel 3740 January 9° is indicated to meet sit- 
uation here on this point. If we can get workable arbitration 
agreed to, we can proceed with our part cf package as we see fit 
(within reason of course) without undue resentment here. That of 
course, is all we ask and I have never requested their express 
agreement. Believe when all else is agreed I can close this one out 
by saying that we feel that our Ambassador in Tehran, on whom 
we both must rely for advice, is in best position to judge what can 
be done and that Washington is firmly of opinion that he must be 


backed on this point. 
I would be grateful for the following actions: 
(a) t’s and Tehran's t comments‘ regarding arbi- 


tration formula contained Embtel 3745. 

(b) Forwarding soonest of essential main headings draft DMPA 
contract (including advances) which must be included as part of 
package to be put to Mosadeg. Believe I could do this here, but 
would appreciate this assistance. 


GIFFORD 





*In telegram 3740 Byroade reported that, in view of the fact that the discussions 
of the previous day with the British were disappointing, progress toward reaching a 
settlement of the oil crisis could be slowed considerably. To prevent this from occur- 
ring, Byroade suggested that Acheson should address a personal appeal to Eden in 
an effort to overcome British objections to the terms of reference and the method of 
handling the DMPA advance. (888.2553/ 1-953) 

*On Jan. 9 the Department responded that it thought Byroade’s suggested formu- 
la appeared to meet Mosadeq's political and psychological problems. If, however, 
Henderson believed the insertion of the words “rights and interests’ would be unac- 
ceptable to Mosadeq, the Department suggested that the first part of the formula 
might be changed to read: 

“To determine the sum required to provide fair compensation due the Anglo-Irani- 
an Oil Company as the result of the passing of the Iranian Oil Nationalization 
Law”. 

Such general phraseology would permit the AIOC to claim compensation for any 
and all losses whether for property or other “rights and interests”. (Telegram 4557; 
888.2553/ 1-953) 

On Jan. 10 Ambassador Henderson commented that he hoped the British would 
accept Byroade’s new language, especially as amended by telegram 4557 to London. 
Henderson did not see how Mosadeq could object to Byroade’s draft as amended. 
(Telegram 2630, 888.2553/1-1053) 
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No. 272 


SAA 2553 1-952 Telegram 
The Secretary of State to the Embassy in the United Kingdom' 


TOP SECRET NIACT WasnincTon, January 9, 1953—5:55 p. m. 

4570. Eyes only Amb and Byroade. This telegram refers to Lon- 
don’s 3737 and 3738" and Tehran's 2608." 

1. We think British preferred terms reference set forth first por- 
tion London's 3738 unacceptable and alternative British text also 
probab!v unacceptable. Separate telegram gives our views By- 
roade’s condensed formula as modified London's 3745.* 

2. Re paragraph 1 London's 3737, we are disturbed at British 


within (say) 30 days after signature arbitration agreement. —— 
cluded in these commitments. 




















5. Re paragraph 6, London 3737, dealing with subsequent install- 
ments, you are correct that Department would not approve of ar- 
rangement tying subsequent installments with conclusion of a com- 
mercial contract. We also agree with Byroade’s point that if inter- 
national company could be formed promptly there is definite possi- 
bility that sales contract could be concluded before installments 
made. If international company ready to begin negotiations within 
a month and Mosadeq commits NIOC to be ready within that time 
limit, first monthly installment would certainly not be made prior 
to that time. As we see it, there is a problem only in the event Mo- 
sadeq were to commit NIOC to initiate negotiations within a cer- 
tain time limit and then NIOC did not live up to this commitment. 
Subject to Henderson's comments, it is our view that DMPA should 
be in position to delay proceeding with installments if there is 
clear lack of good faith on part of NIOC in living up to its commit- 
ment to initiate negotiations. 

We would want, however, to handle this point in such a way as 
to not increase Mosadeq's public relations problem in Iran. It 
might be adequate if at time agreement is reached with Mosadeq 
on Heads of Agreement with respect to DMPA advance Henderson 
gave him a separate letter which would say that it will be difficult 
for DMPA to determine quantities for which it will want to negoti- 
ate delivery schedules, under paragraph | of the Heads of Agree- 
ment, until negotiations between NIOC and the International 
Export Company have begun. In event failure to initiate negotia- 
tions were responsibility of International Export Company, DMPA 
would, nevertheless, proceed with negotiation of delivery schedules 
and with installments of advance.* 

6. Greatly encouraged by Mosadeq attitude toward future com- 
mercial sale Iranian oil as reported numbered paragraph 2, Teh- 
ran's 2608. It seems to us this gives much greater reason for confi- 
dence that commercial sales agreement will in fact be accepted. 
Grounds for this confidence also provided by Mosadeq reaction to 
Henderson mention of Marcus contract. (Numbered paragraph 3 
Tehran's reftel.) This should relieve British fears previously ex- 





*On Jan. 10 Ambassador Henderson reported that he agreed completely with the 
contents of telegram 4570 to London, with the exception of paragraphs 4 and 5. He 
thought Mosadeq's statement that he was prepared to enter into negotiations when. 
ee ae eee ain ie cae es ae or ce ed et 
quest which might make him raise the question of why the United States was not 
satisfied with the statement he said he was willing to make Henderson also thought 
if he had to hand Mosadeqg the kind of letter suggested in paragraph 5, complica- 
tions would ensue. He would be compelled to make such a letter public, and there 
be numerous suspicious questions raised in the Majlis and press that could 
the atmosphere of the settlement. (Telegram 2634, 48% 2553/1-1053) 
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pressed that Mosadeq would be difficult because he felt he could 
fall back on Marcus contract. 

7. Also encouraged by Byroade’s telephone report today of fur- 
ther progress and his belief British see need give Henderson ade- 
quate leeway to negotiate. Approve Byroade decision remain 
London until “package” completed. In view telephone report, Secre- 
tary will not send personal message to Eden. 

ACHESON 





No. 273 
WHR 2553/1-953 Telegram 


The Secretary of State to the Embassy in the United Kingdom' 


TOP SECRET WasnincTon, January 10, 1953—4:47 p. m. 
PRIORITY 

4599. Eyes only Amb and Byroade. Fol covers Tehran's tels 2612, 
2626, 2627, 2628, 2630 and London's tel 3777.? 

l. Terms of Reference:—(Re Tehran's tels 2628 and 2630).* We 
London 3745* as modified by third para Deptel 4557* and endorsed 
by Henderson. 

2. Amount of initial advance:—(Re Tehran's tel 2612, para 2 and 
2627 para 5).* In view Henderson strong feelings we are reconsider- 
ing this ques. 





‘Repeated to Tehran eyes only for Ambassador Henderson and to The Hague for 
Byroade. Drafted by Jernegan, cleared with Nitze and Linder, and signed by Jerne- 
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3. Subsequent installments:—(Re Tehran's tel 2627 paras 5 and 
6).” We do not propose that installments shid be tied to conclusion 


ments wid begin as soon as schedule of shipments agreed between 
DMPA and NIOC and DMPA has satisfied itself regarding avail- 
ability and quality of oil and suitability of port, loading and other 
essential facilities. See numbered para | of heads of agreement text 


payable. Believe Mosadeq might resent this as too obvious pres- 
. See Tehran's tel 2627.) In view Byroade’s belief we 
proceed as we see fit (within reason) with our part of package 
~ pal ent a alate ahi id aes aman el 


ments 

pleted before end of period during which installments wid normally 
be 

sure 

can 


4. 4. Eecrow arrangement:—(Tehran’s tel 2612). Believe this point 
adequately covered in para 3 Deptel 1674 (4570 to London) unless 
Brit strongly object. Re financial institution, it is our idea as set 


5. Mosadeq commitment re commercial agreement:—(Tehran’s 
tel 2627 numbered para 2).'° Suggest Henderson draft form of com- 





that DMPA would not begin paying the additional installments to Iran until after 
the contract providing for the schedule of DMPA deliveries had been made with the 
international company (8&8 2553/ 1-953) 

"In paragraph 6 of telegram 2627, Jan. 9, Ambassador Henderson stated that it 
would be unwise to include a clause in the DMPA contract which would disallow 
the payment of subsequent installments unti! negotiations with the international 
company had started Mosadeq had already stated his willingness to enter negotia- 

soon as the international company was ready, and such a tie-in would be 
regarded by Mosadeq as an insult to his integrity. (888.2553/1-953) 

*Supra. 

*Dated Dec. 31, 1952. (888.2553/12-3152) 

'°In paragraph 2 of telegram 2627, Jan. 9, Ambassador Henderson suggested that 
Mosadeq make a formal statement of his intention at the time of signing the agree- 
ments to enter into a commercial agreement. (888 2553/ 1-953) 
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1. Re paragraphs 3 and 5 Department's 4599 to London, January 
10 repeated Tehran 1684, I have already set forth my views re pos- 
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sible tie-in of monthly installments of commencement commercial 
negotiation in Embtel 2634 to Department, January 10, repeated 
London 852.* If Department and British not satisfied suggestion 
cuntained therein, our first alternative might be to include in pack- 
age agreement a letter addressed by Dr. Mosadeq preferably to me 


att] 1 bites 
uly 3 sn | 
nie iH ; 
u ; iHEE ih 
Hine | iid: 
si LEI 
(a Hi; i 4 
Ret Hi 


Thee stgresta are entirely unatstactry Department 
might cans to unthouse doch ‘s pamanush 8 mons Cadet enue 
ment of DMPA contract outlined in Deptel 1588, December 31, to 
ae ee 


. 


Bane 
th 


gs 
es 
§ 
S- 


cred Yo eter into egotntone with 


that fol 

ill be 

Com 
a 

ann 


: 
oi 
Lis: 


and oil 
as the 
such 


Alternative to this could be similar to alternative in number | 


i 


3. I have no comments to make with remainder of telegram 


except that Department might desire as suggested above to make 
certain changes in heading number 3 in text of memo heads agree- 








*See footnote 5, Document 272 
*See footnote 3, Document 272 
*Not printed (888 2553/12-3152) 
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4. I hope that draft of terms of reference and other provisions of 
arbitration agreement will be simple and as free as possible from 
complicated legal language and follow wording Mosadeq so far as 
technically possible. 

5. Query: Are we certain that we wish to charge as much as 4% 
percent interest on loan to government-owner company? Would 
DMPA be violating regulations or setting undesirable precedents 
by charging 3% percent? Is interest to be paid in dollars or addi- 
tional oil? 

HENDERSON 





No. 275 
BRR 2553/1-1153: Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


SECRET NIACT Lonpbon, January 11, 1953—7 p. m. 


3790. From Byroade. At today’s meeting Dixon and Maud handed 
us following British redraft of terms of reference as result numer- 
ous week-end meetings which included company: 


“To determine the sum expressed in sterling naare to provide 
fair compensation for the loss by Anglo-Iranian Oil Company of its 
property, rights and interests as the result of the Iranian oil na- 
tionalization laws of March and May 1951; and for that purpose the 
tribunal shall employ the principles applied for the pu of de- 
termining the compensation awarded under any Uni —— 
law nationalizing any industry in the United m which the 
company may specify; and to determine the validity of counter- 
claims which the Iranian Government may have against the com- 
pany and the sum expressed in sterling required to meet them”. 


United Kingdom stated that phrase “expressed in sterling’ was 
inserted for purpose of making clear that compensation was not to 
be in Iranian rials. Phrase “expressed in sterling” obviously refers 
only to currency of calculation and not to method of payment, but 
United Kingdom believes this useful in arbitration agreement. 

Department will also note that terminology employing word 
“principles” has been substituted in United Kingdom redraft for 
word “basis’’. New United Kingdom wording evidently designed to 
give loose and more vague terminology in terms of reference. Be- 
lieve it may be difficult to persuade United Kingdom to abandon 
either of these changes in their redraft. 





‘Repeated to Tehran. 
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New wording on sterling is not unusual or out of the way as a 
provision in an agreement of this kind. However, it might create 
some public relations problem for Iran. Shawcross, when informed 
of this change in terms of reference, is reported to have said it was 
a useful addition. 

United Kingdom Government officials are also pressing for addi- 
tion to terms of reference of language calling on arbitral tribunal 
in fixing its award to take “into account in each case the method of 
payment of any balance due to either party”. Reasoning behind in- 
clusion such a provision is complex, and it would seem undesirable 
to introduce this new feature into terms of reference. AIOC appar- 
ently is not urging inclusion such provision, and we hope to avoid 
it. 

GIFFORD 





No. 276 
RAR 2553/1-1253. Telegram 


The Secretary of State to the Embassy in the United Kingdom' 


TOP SECRET WASHINGTON, January 12, 1953—3:48 p. m. 
NIACT 


4607. London for Byroade from Secretary. I sugg you show foll 
message to Brit. 


“I have been following discussions on Iranian oil problem be- 
tween Henderson and Mosadeq and your discussions with Brit offi- 
cials in Lon with greatest attention. I believe we are close to far- 
reaching and helpful tg err I am appreciative of Eden’s 
constructive and statesman-like attitude without which no progress 
wld have been possible. 

“In reviewing the status of the matter today I have come to the 
belief that the Brit formula for the terms of reference of arbitra- 
tion, as handed to ou by Sir Pierson Dixon and Sir John Maud on 
Sunday (Lon’s 3790)? wid produce grave public relations difficulties 
for Dr. Mosadeq. The crux of the matter is the inclusion of the 
— property. rights and interests’ which clearly imply to the 

lic that loss of future profits will be considered. It seems to 

t if these words were omitted and the wording of the first 
portion of the formula appropriately changed to conform, the Brit 
wld have an even broader and more comprehensive formula which 
wld enable the Anglo-lranian Oil Company to put forward every 
possible clair and wid at the same time avoid creating advance 





‘Repeated to Tehran eyes only for Ambassador Henderson. Drafted by Jernegan; 
cleared in draft by Secretary Acheson and by Nitze, Linder, Bonbright, and Fisher; 
and signed by Jernegan 

? Supra. 
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public relations difficulties for Dr. Mosadeq. It is my suggestion 
that the first part of the formula shid read as follows: ‘To deter- 


mine the sum expressed in required to provide fair com- 
a nly gh og may hy Iranian Oil Company as the 
Sart © oe Sas Se ee Lee ¢ Sane Ga ay 

“If the British agree to this rewording, I believe the last difficul- 
ty in reaching agreement will be removed and we can go forward 
confidently. If the British still feel obliged to stick to their wording, 
I shall ask Henderson to put it fi to Mosadeg as persuasively 
as possible. However, if this wording shld turn out to be the break- 
ing point, I wld consider that Henderson shid be authorized to put 
forward the formula I have suggested, making it clear to Mosadeq 
that this is his personal suggestion made without any commitment 
to accept it on the part of the British and that if he agreed to it, it 
wid have to be referred to the Brit Govt for its consideration. 

“I feel strongly that insistence on inclusion of words ‘property, 
rights and interests’ shld not be allowed on our side to be the dif- 
ference between success and failure. If, of course, Mosadeq shid 
raise other difficulties, then Henderson would not put forward our 
alternative language and the Brit position in this regard wid there- 
fore not be compromised. 

“In view of Henderson’s cables I consider time of greatest impor- 
tance. Current political situ Tehran indicates clearly that Mosadeq 
can hold his present secretive position regarding oil discussions 
only a very few days. Premature publicity cld easily force him re- 
verse himself on concessions he has made. He is under heavy 
attack and may be forced to say something at any moment, apart 
from fact that every day of delay increases possibility 
leaks. For our part, we are prepared when agreement on arbitra- 
tion reached, to proceed ay oy + | on DMPA purchase contract. 
I therefore earnestly hope that the Brit will continue to treat this 
as . matter of great urgency and that we can conclude it this 
week.” 


Shid you find that the situation at this time warrants such 
action, you are authorized to deliver the foregoing to Eden as a per- 
sonal message from me. In this case it wid, of course, be necessary 
for you to change persons throughout. 

We are working urgently on round-up telegram to you and 
Tehran covering all points as we see them now.* 

ACHESON 





*Reference is to telegram 4624, Jan. 12, not printed. (888.2553/1-1253) 
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No. 277 


888 2553/1-1253: Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


TOP SECRET  # NIACT Lonpon, January 12, 1953—6 p. m. 

3800. From Byroade. Re paragraph 2 Tehran’s 2654 January 12 
to Department.? 

I am transmitting below text of “main headings of DMPA agree- 
ment” so that you may begin its translation into Persian. While 
there may be minor changes which we shall have to communicate 
to you as result further discussions here, believe it may save some 
time transmit it as now is. 

Begin Text. 

After agreement is reached between the UK and Iran upon 
methods and terms for arbitration between AIOC and Iran on the 

uestion of compensation, US Defense Material Procurement 
lone will contract to take from the National Iran Oil Company 
a period of time oil products or crude oil to a value of approxi- 
ly $133 million. Twenty-five percent of the value of oil prod- 
ucts or crude oil delivered to DMPA under the contract will be 
placed in escrow to be disbursed in accordance with the terms of 
the arbitration award. DMPA will advance $100 million to NIOC 
against future deliveries of oil products or crude oil upon the fol- 


1. Of the $100 million, $50 million will be advanced immedi- 
ately to NIOC; the balance will be advanced in installments of 
$10 million a month as soon as DMPA and NIOC on a 
provisional schedule of shipment and DMPA has satisfied itself 
concerning the availability and quality of the oil products or 
crude oil to be shipped under the schedule and has assured 
— of the suitability of port, loading, and other essential fa- 

2. It is understood that following the entry into force of this 
contract, the NIOC will enter into negotiations with a company 
of an international character (hereinafter called The Interna- 
tional Company) which would include icipation by AIOC 
and would be registered outside the United States, United 
Kingdom or Iran, with a view to concluding a commercial 
——— under which the NIOC will sell to Internation- 

Company definite amounts of crude oil and oil products an- 
nually over a fixed period of years; such negotiations to be un- 





'Sent niact to Tehran as telegram 142 and repeated to the Department. 

2In telegram 2654 Ambassador Henderson stated his hope that if the package of 
documents for presentation to Mosadeq could be completed quickly, London ought to 
begin sending them as quickly as possible to Tehran in order that the Embassy 
could begin translating them into Persian. (888.2553/1-1253) 
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dertaken as soon as The International Company is formed and 
ready to begin them. 

3. DMPA will appoint The International Company as its 
agent for receiving delivery f.o.b. Iran ports of oil and oil prod- 
ucts for the account of DMPA. 

4. Until such time as a commercial agreement is made be- 
tween The International Company and the NIOC, the price for 
the quantities of refined products to be delivered against the 
DMPA advance shall be the US Gulf posted price (which is the 
pores Persian Gulf going price) less a discount of 35 percent. 

the event sufficient refined products desired by DMPA are 
not available, DMPA shall have the option of receiving crude 
oil at a similar discount from the going Persian Gulf posted 
price. If NIOC should sell refined products or crude oil to other 
customers than The International Company at prices lower 
than the posted prices or going prices referred to above, the 
price to DMPA will be calculated on the basis of such lower 
rices less such yo discounts as may be negotiated 
tween NIOC an PA 

5. For each delivery made under the purchase and advance 
contract, NIOC will be credited with 75 percent of its value as 
determined under h 4 above and DMPA will pay 25 
percent of its value to ederal Reserve Bank of New York 
to be held by it in escrow until disbursed in accordance with 
the terms of the arbitration award. 

6. Deliveries under the purchase and advance contract will 
continue until the advance by DMPA of $100 million (carrying 
an interest charge of 4% percent per annum on unpaid bal- 
ances) is liquidated. 

7. At such time as a commercial agreement is made between 
the NIOC and The International Company, the price provisions 
contained in paragraph 4 shall be appropriately modified to 
conform with the price provisions of the commercial contract. 


End Text. 


I have following comments and queries of Department: 


1. Preamble has been changed to make it clear arbitration agree- 
ment will be between United Kingdom and Iran, although AIOC 
and Iran will be parties to arbitration. 

2. Department may wish consider whether DMPA contract will 
be signed by DMPA with NIOC or by United States Government on 
DMPA’s behalf with Iran Government on NIOC’s behalf. 

3. I was impressed by Ambassador Henderson’s third alternative 
suggestion contained paragraph | Tehran’s 2651 January 11 to De- 
partment, since it seems to me to have the following advantages: 


(a) It results in one less document in package and does not 
highlight point as much as treatment separately. 

(b) In any event same point must be covered to some extent 
in DMPA agreement and separate letter merely duplicates 
delicate point. 
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(c) It gives additional protection for United States Govern- 


we oo desired subenquent advances in event Moaadeq should 
we so ired subsequent advances in event should 
ee oe terna- 


(d) It ~-+ meet British concern on question of installments. 


Accordingly I have incorporated Henderson’s suggestions in para- 
graphs 2 and 3 above and so informed British. 

4. Both the British and ourselves have felt that The Internation- 
al Company required some further definition and this has been in- 
corporated in 2. 

5. Word “export” has been deleted from company’s nomenclature 
in deference British suggestion that it conceivably might be agreed 
that it would perform other functions as well. I concurred in this 
change since contract otherwise makes clear that agreement will 
be confined to sales. 


GIFFORD 





No. 278 
BR 2553/1-1453. Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State' 


TOP SECRET NIACT Lonpon, January 14, 1953—3 a. m. 


3841. From Byroade. This is message No. 1.” 

Following is text DMPA Agreement agreed last night with UK 
subject final clearance later today: 
Main Headings of DMPA Agreement 

“After the entry into force of the agreement of today’s date for 
arbitration between the Government of Iran and the AIOC: The 
United States Defense Materials Procurement Agency will contract 
to take from the National Iranian Oil Company over a period of 
time oil products or crude oil to a value of approximately $133 mil- 
lion; 25 percent of the value of oil products of crude oil delivered to 
DMPA under the contract will be placed in escrow to be disbursed 
in accordance with the terms of the arbitration award; and DMPA 





‘Sent to Tehran eyes only for Ambassador Henderson as telegram 147 and repeat- 
ed to the Department. 

*On Jan. 13 Byroade informed the Department that the documents to be present- 
ed to Mosadeq would be sent to Tehran and Washington in four separate messages. 
Byroade’s comments on the final meeting with the British in which the documents 
were approved and his observations about the documents themselves would follow 
in message 5. (Telegram 3839; 888.2553/1-1353) 
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will advance $100 million to NIOC against future deliveries of oil 
products or crude oil upon the following basis: 


1. Of the $100 million, $50 million will be advanced immediate yf 
to NIOC; the balance will be advanced in installments of $10 
lion a month as soon as DMPA and NIOC agree on a 

schedule of shipment and DMPA has satisfied itself concerning the 
i the oil products or crude oil to be 
ule and has assured itself of the suitability 


2. It is understood that following the a approval of this agreement 


company substantial quantities of crude oil and oil A aang annu- 
ally over a period of years; such negotiations to be undertaken as 
soon as the international company is formed and ready to begin 


i 


3. DMPA intends to appoint the international company as its 
agent for receiving delivery f.o.b. Iranian ports of oil and oil prod- 
ucts for the account of DMPA. 

4. Until such time as a commercial ment is made between 
the international company and the NIOC, the price for the quanti- 


sufficient refined products desired by DMPA are not available, 
DMPA shall have the option of receiving crude oil at the same dis- 
count from the going Persian Gulf posted price. If NIOC should sell 
refined products or crude oil to other customers than the interna- 

company at prices lower than the posted price or going 
referred to above, the price to DMPA will be calculated on 
the basis of such lower prices less such appropriate discounts as 
may be negotiated between NIOC and DMPA. 

5. For each delivery made under the purchase and advance con- 
tract, NIOC will be credited with 75 percent of its value as deter- 
mined under paragraph 4 above and DMPA will pay 25 percent of 
its value to the Federal Reserve Bank of New York to be held by it 
in escrow until disbursed in accordance with the terms of the arbi- 
tration award. 

6. Deliveries under the purchase and advance contract will con- 
tinue until the advance by DMPA of $100 million (carrying an in- 
a of 4% percent per annum on unpaid balances) is liq- 

7. Send the imsoruntional comptay: the peice peovieions com 
NIOC and the international compan 
taleed Le posemvegh 0 hall be enteeistee noel ied to conten 
with the price provisions of the commercial agreement. 
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8. The foregoing is an Pape Dy agli fon y hm 
ho Goreumnies fie agree to work out detailed 


arrangements to implement thie jhe 
GIFFORD 





*Several minor changes were made in the text of this as well as the other three 
documents. These alterations are in Document 283. 

On Jan. 14 the Department informed Henderson that, as a result of a telecon that 
day with Byroade, the Department had approved the text of the DMPA heads of 
SS SaaS SSS SES RREEEES ene Seeapens SESE. Ceeageemn STN 

.2553/1-1453) 





No. 279 
8 2553/1-1453. Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State' 


TOP SECRET NIACT Lonpon, January 14, 1953—3 a. m. 


3840. From Byroade. This is message No. 2. 
Following is text Arbitration Agreement agreed last night with 
UK in London subject to final clearance later today: 


“ARBITRATION AGREEMENT 


The Government of Iran and the Government of the UK: 

Desiring to bring about a settlement of all claims and counter- 
claims which have arisen between the Government of Iran and the 
Anglo-lIranian Oil Company and to submit the matter to interna- 
tional adjudication, to take place between the Government of Iran 
and the company: 

Conscious, however, of the fact that, under Article 34, paragraph 
1, of its statute, the International Court of Justice can only enter- 
tain cases of which states are parties: 

Have agreed that the said claims and counterclaims shall be re- 
ferred to international arbitration between the Iranian Govern- 
ment on the one hand, and the Anglo-Iranian Oil Company on the 
other, in the manner provided by, and before a tribunal constituted 
as specified in, Parts I and II of the present agreement, and the 
arrangements for the payment of a balance due from either party 
to the other in consequence of the award of the tribunal shall be 
those set out in Part III: 





'Transmitted in two sections; sent to Tehran eyes only for Ambassador Hender- 


son as telegram 146 and repeated to the Department. 
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PART I 


1. (a) The above-mentioned claims and counterclaims shall be re- 
ferred to a tribunal consisting of those members of the Internation- 
al Court of Justice who hold office as judges of the International 
Court of Justice on the date of the conclusion of the present agree- 
ment, together with the Iranian Judge ad hoc who was designated 
to sit on the International Court of Justice in 1952, provided that 
the number of members of the tribunal! so constituted shal! not be 
fewer than the number of judges (including the Iranian judge ad 
hoc) which made up the bench on the International Court of Jus- 
tice in July, 1952, for the hearing of the preliminary issue of juris- 
diction in the Anglo-lranian oil dispute. In the event of the resigna- 
tion or retirement of any judge from the International Court of 
Justice, such judge shall continue to sit on the tribunal in his unof- 
ficial capacity. In the event of the death, or incapacity or with- 
drawal from the tribunal of any member, the remaining members 
of the tribunal shall proceed to adjudicate the case. The tribunal 
shall select its president, and shall take its decisions, and give its 
award, by a majority vote. 

(b) If the tribunal cannot be constituted as set out in subpara- 
graph (a) above, the matter shall be referred to a tribunal com- 
posed of the following judges of the court acting in a private capac- 
ity, and assuming they are willing so to act; that is to say the UK 
judge, the Iranian judge ad hoc, above referred to, and any other 
three judges agreed upon between the UK and Iranian judges; or, if 
they are unable so to agree within two months from the date on 
which the present agreement has been communicated to the court 
as provided in article 11 hereof, any three judges designated after 
consultation with the UK and Iranian judges by the vice-president 
of the court, who shall in any case designate one of the three addi- 
tional judges to act as president of the tribunal. In the event of the 
death, incapacity, or withdrawal from the tribunal of the UK 
judge, the Anglo-lranian Oil Company shall have the option of des- 
ignating a substitute member of the tribunal; in the event of the 
death, incapacity, or withdrawal of the Iranian judge ad hoc, the 
Government of Iran shall have the option of designating a substi- 
tute member. In the event of the death, incapacity, or withdrawal 
of any of the remaining members of the tribunal, a substitute 
member shall be designated by means of the same processes by 
which his predecessor was designated. In the event of the death, in- 
capacity, or withdrawal from the tribunal of its president, his suc- 
cessor (who shall replace him as president) shall be designated by 
the vice-president of the International Court of Justice. The tribu- 
nal shall take its decisions and give its award by a majority vote 
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(c) If the tribunal is not constituted in one of the foregoing ways, 
the matter shal] be referred to a tribunal consisting of five eminent 


(a) Any relevant international conventions by which the 
Governments of Iran and the UK are both bound; 


5. If the tribunal is constituted in the manner specified in Article 
I (a) or I (b) hereof, its procedure (and all matters incidental there- 
to) shall, mutatis mutandis, and so far as deemed appropriate by 
the tribunal, be the same as that provided for the International 
Court of Justice by its statute and rules of court. 

6. If the tribunal is constituted in the manner specified in Article 
I (c), it shall (subject to the terms of the present agreement) settle 
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its own procedure, but shall in any case apply the following provi- 


shall 
with the sittings of the tribunal (premises, and interpreting, cleri- 
cal and stenographic staff). 

() The languages of the tribunal shall be English and French. 
The written and oral pleadings and statements of the ies may 
be drawn up or presented in either language, and arrange- 
ments for translation and for the interpretation of speeches shall 
be determined by the president in consultation with the other 
members of the tribunal and the representatives of the parties 


7. Whatever the character of the tribunal, each of the parties 
shall bear its own costs of the arbitration. The expenses of the tri- 
bunal shall be borne by the parties in equal shares. Any question 
relating to the fees, expenses and allowances of the president, and 
of the other members of the tribunal, and all matters incidental 
thereto such as the time and method of payment, shall be deter- 
mined by the parties in consultation with the president. 


PART Ill 


8. Any balance due by either of the parties to the other in conse- 
quence of the award of the tribunal shall be paid as follows: 


(1) Any balance due from the Iranian Government to the Anglo- 


latter, of 25 percent of the from all sales of oil and oil 
emcee gate gy dhe ee so agreed between the Iranian 
t and the Anglo-lranian 


men Oil Company, by deliveries of 
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the tribunal. If there is any balance remaining in the trust account 
after the discharge of the award shall be paid to the Government of 


10. Any amount still outstanding under Article VIII (1) or (2) 
above, one year after the date of the award of the tribunal, and 
thereafter from year to year, shall carry interest at a rate to be 
agreed between the Iranian Government and the Anglo-lranian Oil 
Company, or, in default of such agreement, to be determined by an 
arbitrator appointed by the vice-president of the International 
Court of Justice. 


PART IV 


ll. The present agreement shall be subject to ratification and 
shall come into force immediately upon the exchange between the 
Governments of Iran and the United Kingdom of their respective 
instruments of ratification. The agreement shall thereupon be com- 
municated to the International Court of Justice. 

in faith whereof the undersigned plenipotentiaries have signed 
the present agreement. 

Done in duplicate at ——— this ——— day of 1953, in the Eng- 
lish, Persian and French Languages, all three texts being equally 
authentic.” 

This message is verbatim text.” 

GirrorRD 





*Several minor changes were made in the text of this document These alterations 
are in Document 283. 
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No. 280 


me 755" | 1458 Telegram 
The Ambassador in the United Kingdom (Gifford) to the 
Department of State' 
TOP SECRET  #WNIACT Lonpon, January 14, 1953—3 a. m. 
3843. From Byroade. This is message No. 3. 


Following contains text of cover memo which Mosadeq and Hen- 
derson would initial: Mechanics of handling will be covered in mes- 
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No. 281 
RR 25581-1453 Telegram 
The Ambassador in the United Kingdom (Gifford) to the 
Department of State' 


TOP SECRET NIACT Lonpon, January 14, 1953—3 a. m. 
3842. From Byroade. This is message No. 4. 
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TRAN, 1952-1954 


ie 


Following includes text of exchange letters between UK and Ira- 
nian representatives at the time of the signature of the agreement. 
you 
export 


Verbatim Text. 
1. UR letter 


: 
He 
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*Several minor changes were made in the texts of these documents These alter. 


ations are in Document 244 





No. 282 


RAK 2553 | 1458 Telegram 


The Ambassador in the United Kingdom (Gifford) to the 


TOP SECRET NIACT 
3844. From Byroade. This is cable 5. 


Now that agreement reached on text there is no point recounting 
today's discussions in detail. Probably because pressure of time and 





‘Sent to Tehran eyes only for Ambassador Henderson as telegram |") and repeat. 
ed to the Department eyes only for the Secretary 
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need for extensive clearances within Her Majesty’s Government we 
were presented with set of British drafts shortly before meeting 
that were different in numerous respects from documents we had 
been working on with British and from papers we had presented. 
As an example, British drafts had cards stacked in about five dif- 
ferent ways so that ICJ judges acceptance of either Mosadeq’s al- 
ternatives on form of arbitration would have been virtually impos- 
sible. This reflected UK preference against either alternative and 
in favor tribunal chosen by ICJ vice-president. While thus tactical- 
ly at disadvantage and presented with redrafting problem of con- 
siderable magnitude decided in view time urgency go ahead with 
Eden meeting on schedule. 

Believe most of bugs removed in meeting and subsequent draft- 
ing session but realize resulting papers poorly drafted in several re- 
spects. 

Secretary's message was extremely effective.* British were horri- 
fied at prospect of letting negotiator (as they would equally be in 
case of their own negotiators) have second alternative to suggest at 
his discretion. Faced with this possibility they shifted key words in 
terms of reference. Had thought they would stick to “property, 
rights and interests” and, if so, we could insist everything else be 
our way. I think it fortunate this was not the case as would rather 
accept imperfections, which should be negotiable, than leave point 
in documents that could well have caused complete rejection by 
Mosadegq. 

Feel most disadvantageous points remaining are as follows: 


1. Failure obtain agreement that UK would sign documents on 
behalf of AIOC. Don't believe British have real objection to this 
other than prestige considerations and a desire to get UK-Iran re- 
lations back on more normal footing. Eden said he would talk 
about it at Cabinet tomorrow but wished us try present language 
in any event. Henderson may be assured that change on this can 
be obtained here if this develops to be really necessary. 

2. Exchange of letters inciuding protection of tankers et cetera. 
Point on flow of oil without objection by UK could well have been 
included as phrase of arbitration agreement and points on tankers 
et cetera, included in commercial contract, if at all. Pointed out 
that this exchange invited Mosadeq opportunity make undesirable 
changes and provision on tankers would be insulting to him in con- 
text of other agreements. AIOC adamant such an exchange is nec- 
essary and their officials still arguing, but not supported by For- 
eign Office that such exchange must be ratified. Here again gov- 
ernment would overrule AIOC if really necessary, but in view situ- 
ation here hope Henderson can get letters approved as is. 





“Reference is to Document 276. 
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There was considerable discussion on cover memo. British pro- 
duced formal document to be signed by all three governments in 
terms quite impossible for us to agree to. They clearly want tripar- 
cause us trouble. As part of first package at least we insisted on 
simple memorandum identifying documents and stating intentions 
thereon. We thought this much desirable as agreement should not 
be in doubt when British proceed to Iran. If point arises Henderson 
may state that he will witness British agreement here to make cer- 
tain both parties in agreement on same text. 

Eden clearly unhappy that we insisted on 50 million advance and 
would not agree to installments every two months instead of 
monthly. He seems worried about advance that large as public re- 
lation problem here. Stated he would talk to Cabinet his problem 
but in meantime we had his agreement. 

British did not want to use Mosadeq’s formula in paragraph 2 of 
DMPA agreement for definite quantity of purchase for definite 
number of years. Stated commercial agreement might not be in 
consonance with word “definite’’. If introduction of word “substan- 
tial’’ causes difficulty with Mosadeq, Henderson can change it to 
“agreed” with approval of British. “Substantial” really better from 
our point of view. 

British worried about any deviation from discount of 35 percent 
in interim price in DMPA contract. I assured them this would not 
be changed without consultation. 

Stressed need today of British representative to be ready early 
departure Iran. Would hope could be someone from here such as 
Dixon who understands problem. 

Last-minute complications can always arise and also matter of 
handling press, et cetera, could be very important. 

We are committed here that Henderson will make statement 
contained last portion Tehran’s 2634 to Department repeated 
London 852 at time and in manner he suggested therein.* 





*On Jan. 9 the Department, in paragraph 5 of telegram 4570 to London, suggested 
that Henderson present Mosadeq with a letter at the time an agreement was 
reached over the DMPA Heads of Agreement. (888.2553/1-953) Henderson, in tele- 
gram 2634, Jan. 10, objected to such a letter and instead proposed to tell Mosadeq 
orally that until he, Mosadeg, had begun conversations with the International Com- 
pany to sell large quantities of Iranian oil abroad which would justify the resump- 
tion of production at the Abadan refinery, it might not be easy to work out sched- 
ules of delivery to DMPA. Henderson s*id he did not plan to press this point, but 
merely mention it in passing, so that in case negotiations did not commence imme- 
diately with the International Company for a long-term contract, Mosadeq would 
understand why negotiations regarding the DMPA schedules were not proceeding 
faster. (888.2553/1-1053) 
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In view time urgency have agreed to all documents here without 
reference Department with exception DMPA agreement. Would be 
difficult reopen points but will, of course, do so if Department so 
instructs. 

British will translate documents here into French which British 
representative can carry Tehran in order relieve burden Tehran 
Embassy. 

Good luck to Henderson! 

GIrrorD 





No. 283 
WRK 2558/1-1453 Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State' 


TOP SECRET NIACT Lonpon, January 14, 1953—8 p. m. 


3865. Please make following changes in documents transmitted 
early today: 

A. Arbitration agreement (message 2). 

1. Article l(a) first sentence. Replace comma following first men- 
tion of “1952” by semi-colon. This part of sentence then reads “in 
1952; provided that”, etc. 

2. Same reference. Replace “oil dispute” by “company case”. 

3. Article l(b) last sentence. Alter punctuation so that sentence 
reads: “The tribunal shall take its decisions, and give its award, by 
a majority vote”. 

4. Article 81). Change “over a period” to “over such period”’. 

5. Article 9. Change last sentence to read “Any balance remain- 
ing in the trust account after the discharge of the award shall be 
paid to the Government of Iran.” 


B. Cover memo (message 3). 

1. Add heading at top “covering memo”. 

2. In second sentence first paragraph change “settlement of the 
dispute between” to “settlement of claims and counterclaims be- 
tween”. 

C. Exchange of letters (message 4). 

1. United Kingdom letter. Change “for the arbitration of the oil 

dispute” to “for arbitration in the oil dispute”. 





‘Repeated to Tehran 
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2. Iran letter, paragraph 1. Change "for the arbitration of the oil 
dispute” to “for arbitration in the oil dispute”. 

3. Iran letter, paragraph 2. Delete comma after “National Iran 
Oil Company for their part”. 

4. Iran letter, paragraph 2. Change “resumption of the flow of 
Iran oil and products” to “resumption of the flow of Iran oil and oil 
products”. 

5. Iran letter. Change heading from “Iran note” to “Iran letter”. 
D. DMPA agreement (message 1). 

1. Paragraph 2. Change “will enter into negotiations with a com- 
pany of an internat! character (hereinafter called the International 
Company) which would include AIOC and would be registered out- 
side” to “will enter into negotiations with organization or company 
of an international character (hereinafter called the International 
Company) which would include the AIOC and would be constituted 
outside”. 

2. Paragraph 4. Change “shall be the US Gulf posted price” to 
“shall be the low of platts at the US Gulf”. 

%. Paragraph 4. Change “posted price or going price referred to 
above” to “posted price for crude or the low of platts for products 
referred to above.” 

In transcribing texts of documents which British will sign, please 
retain British spelling forms. 

GirrorD 





No. 284 
88K 2558/1-1758 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET NIACT TEHRAN, January 17, 1953—3 p. m. 

2754. Eyes only Secretary and Byroade. 

1. I shall endeavor in this telegram present summary my seven 
hour conversation of January 15 with Mosadeq, refraining so far as 
possible from enlarging on details. | hope, nevertheless, it will give 
fairly accurate sketch of what took place. 

2. During exchange introductory remarks I emphasized impor- 
tance of what we about to do and say; stating documents to be dis- 
cussed were product tremendous amount of work on part of State 
Department, US Embassies in Tehran and London, British Foreign 
Office and other British and US agencies. They had been prepared 





'Transmitted in four sections, repeated to London eyes only for the Ambassador 
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with idea of conforming so far as possible with views which Mosa- 
deq had expressed to me during our various conversations. They 
might seem wordy at places, but considerable number words some- 
times necessary to provide for various contingencies and to describe 
complicated situations. I thought best procedure would be for us ex- 
amine all documents in preliminary way and later to review the 
minute detail. During preliminary examination and review I would 
at his request try to explain significance of any passage not clear to 
him or state reasons for incorporating any provisions which he 
might question. 

3. Mosadeq began review of documents in order their presenta- 
tion. He carefully and slowly read Persian text of covering memo 
and expressed surprise at reference to agreement between Govern- 
ment of Iran and Government of UK. He said he thought he had 
made clear from very beginning that he would not sign arbitration 
agreement with UK Government as such. He would sign only with 
“former company” or with UK Government acting on behalf of 
former company. I told him that his views in this regard were 
known in London; that British Government had felt very strongly 
that it should be party not only to arbitration agreement but to ar- 
bitration proceedings; that finally as concession to his wishes it had 
agreed that AIOC would be party to arbitration proceedings but 
that British Government should sign arbitration agreement. It was 
not easy to present sound argument as to why British Government 
should not be party arbitration agreement. It was international 
practice for agreements that kind to be signed between govern- 
ments rather than by governments with private parties. | myself 
had been able to find no instance in which arbitration agreement 
for determination compensation for losses incurred as result na- 
tional had been negotiated and signed between government and 
private company. My understanding was that agreement in Mexico 
for instance re compensation for losses incurred by American and 
British oil companies as result Mexican national laws had been en- 
tered into between governments concerned. British Government 
conceived that it was its duty in view its responsibility to protect 
interests British nationals in various parts of world for it to be 
party to agreement of this kind. Furthermore it was not customary 
for governments to sign contracts on behalf any nationals. It would 
be most unusual for a government to act as an agent for one of its 
nationals when signing an international agreement. Prime Minis- 
ter said if British continued adhere to this position there no use 
going any further. He could never admit that British Government 
was in any way a party to Iran dispute with former company. I 
suggested we ignore this issue for time being and proceed further 
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that company no longer existed. I did not for his sake desire to 
send back to Washington and London suggestions from him which 
would indicate that AIOC no longer existed. For period over hour 
our discussion on this point persisted. He finally said he would be 


not referring to company merely as AIOC, he at least agree to 
some such expression as “AIOC Limited, a British corporation not 
operating at present time in Iran”. 

5. Mosadeq registered objections to practically every passage of 
introductory portion and part | of arbitration agreement. Most ob- 
jections of such petty character as not to be worthy detailed men- 
tion. He was particularly critical second paragraph of introduction 
beginning “conscious” and ending “parties” and insisted that pas- 
sage be entirely deieted. He also redrafted first and third para- 
graphs of preamble without, however, making any particular 
change in their meaning. 

6. One of our longest discussions was with reference to point 
which he raised in part I, paragraph 1, subparagraph a. He insisted 
that in event of death, incapacity or withdrawal from tribunal of 
any one member, successor should be chosen by unanimous vote of 
remaining members. He expressed fear that as result of bribery 
panel could be reduced by withdrawals of various judges and those 
who remained would be so few in number that it would be possible 
to corrupt them by payment enormous sums of money. He said 
that point had not occurred to him before but some provision 





*The text is in telegram 2755 from Tehran, Jan. 17. (888.2553/1-1753) 
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should be made with respect to it to protect interests Iran. I told 
him that if successor must be named as result unanimous decision, 


therefore, his view in this regard was absolutely fixed it might be 
better for us to terminate conversations and conclude settlement 
by arbitration as out of question. Reluctantly he abandoned his po- 
sition and inserted formula which in my opinion with certain tex- 
tual changes would be acceptable to British. It would serve no pur- 
pose to set forth that formula here. 

7. Prime Minister insisted on breaking part I, paragraph 1, sub- 
paragraph b into two parts, b and c respectively. His various sug- 
gested redrafts made these subparagraphs so confusing they were 
practically meaningless. After discussion of perhaps another hour 
he abandoned all his redrafts and agreed that subparagraph not so 
bad as it stood although he again insisted on several changes which 
I shall not endeavor incorporate here because he said any change 
which he made must be reconsidered by him before submission to 
me. 

8. We also had considerable discussion regarding subparagraph c. 
He finally agreed that paragraph did not need much redrafting al- 
though he suggested several unimportant textual changes. 

9. He reached zenith his emotions when considering part I, para- 
graph 2. He said terms of reference quite different from those 
which he had said he would accept. After considerable amount of 
scribbling he decided following would be acceptable to him. “2. 
Function of tribunal shall be: (1) To determine the sum required to 
pay the compensation which the company may claim as the result 
of the nationalization of the oil industry in Iran in accord with one 
of the laws of the UK acceptable to the company enacted for the 
nationalization of an industry of the UK. (2) To examine the 
counter-claims of Iran in accordance with the provisions of British 
private law and to determine the sum required to meet them.” I 
told Prime Minister I was confident such formula could not be ac- 
cepted by British Government and I thought public opinion of 
world would likely regard British Government right in refusing 
accept it. Finding it useless to endeavor to persuade him to agree 
to incorporation of words “loss of its enterprise” I suggested that 
he at least insert words “in accordance with principles for determi- 
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nation of compensation set forth in one of the laws.” I pointed out 
that his wording so inflexible that court might have difficulty in 
giving proper application of British law which might be selected. It 
might be almost impossible for instance to determine compensation 
for loss of oil concession in Iran “according to” British laws nation- 
alizing coal or steel. Prime Minister said inflexibility was precisely 
what he wanted. He did not wish British be able through smart 
lawyers to take advantage of flexibility of wording in order broad- 
en basis for determining compensation. I also took exception to 
phrase “provisions of British private law” pointing out that it quite 
possible that no British laws existed which would be applicable to 
all of counterclaims which Iran might desire to present. Further- 
more, reference to British private law might well be considered as 
bordering on sarcasm and I was sure that in serious document of 
this kind he did not wish any phrases inserted which might be so 
interpreted. We agreed again to discuss terms of reference on a 
later occasion. 

10. Prime Minister said [part] I, paragraph 3 should be eliminat- 
ed entirely. Saw no reason for reference to international law. I said 
that phraseology in this paragraph had been taken almost word for 
word from ICJ statute. British apparently were of opinion that 
since ICJ itself would not be able to act as arbitrator between state 
and private company, arbitration panel should at least be governed 
by same principles of international law as those which governed 
ICJ. I thought that he would be in rather weak position if he would 
object to panel being governed by international law to any less 
extent than court. He said he convinced that purpose this insertion 
was to generalize or weaken stipulation contained in paragraph 2, 
subparagraph 1 above. I said I thought he would be putting Iran in 
rather bad light if he did not at least agree to retention of para- 
graph 3 through words “international law’. After some discussion 
on this point we decided later to revert to it. 

11. He also made number of textual changes which however 
turned out to be of no substantive significance in [part] | paragraph 
4. 

12. He made no suggestions in remainder of arbitration agree- 
ment other than to express displeasure at provision regarding in- 
terest on sum found due one party by other. Said this was point 
which had never been raised before. | remarked nevertheless it did 
seem both fair and logical. He indicated that he must give further 
thought to this matter. 

13. He read drafts of exchange of letters with quizzical expres- 
sion. I explained their purpose. His only remark was to effect that 
this was something which we could discuss after we had examined 
“heads of agreement”. 
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No. 285 
wee 2558 | 178 Telegram 


The Ambassador in Iran (Henderson) to the Department of State 


SECRET NIACT Tenran, January 17, 1953—10 p. m. 

2761. Eyes only Secretary and Byroade. 

1. I have just returned from relatively short visit (90 minutes) 
with Mosadeq who handed me his reply to package proposals. This 
telegram being drafted as reply is being translated. Saleh, Prime 
Minister's assistant, translated it aloud to me in Mosadeq’s pres- 
ence and | tentatively discussed certain passages with Prime Minis- 
ter. Since latter told me it had been approved by his parliamentary 
advisers and he would like for it to go to Washington and London 


lope stating “here is reply which I have promised you.”* I said that 





"Transmitted in two sections, repeated to London eyes only for the Ambassador 


*See telegram 2762, infra 
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be possible for purchase to be made through some pri- 
furnish tankers to carry oil because AJOC had 


more tankers available than any other company. He said that im- 


company if not through US Government direct. I 


“tiple 


7. Prime Minister pointed out thet in his counterproposals he 
had suggested that price refined oil be set at discount of 35 percent 
from average or middle US Gulf price rather than from low as stip- 
ulated in US proposals. I told him I unable add to comments in this 
regard to those which | had made in our previous conversation. I 
would submit his proposals intact. He said that he willing accept 
our original proposals re price of crude, that is 35 percent discount 
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Prime Minister during our session of anuary 15. I again said in 
my opinion they too inflexible. He said his legal advisers insisted 
they were sufficiently flexible to permit court to determine com- 
pensation due AIOC in accordance with any British law passed 
prior to Iran national law acceptable to AJOC. I said I did not 
recal] date of coal national law and asked if this new stipulation 
would bar use of that law. He said such was not intent. He would 


necessary. | asked him if he meant by that that he thought devel- 
opments suggested in note would take place without such ex- 
change. He replied in affirmative. He said naturally as soon as 
agreement had been reached for referring matter compensation to 
ICJ Iran would not object to entry British or AIOC vessels into Ira- 
nian ports and he was sure AIOC would not continue to prevent 
export Iranian oil. 
11. My comments in subsequent telegram. 
HENDERSON 





No. 286 
wee 2555 | 178 Telegram 
The Ambassador in Iran (Henderson) to the Department of State' 
TOP SECRET NIACT Tenran, January 17, 1953—11 p. m. 


2762. Eyes only Secretary and Byroade. There is set forth below 
translation of document in Persian language handed to me today 





‘Transmitted in two sections, also sent to London for the Ambassador only 
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by Dr. Mosadeg in reply to package proposals which | gave him on 
January 15 (Embtel 2761, January 17, repeated to London 901): 


“Table of Contents. 


TRAN, 1952-1954 


Concerning the agreement for the sale to an international com- 
Concerning the agreement for the sale to an international com- 


Concerning the drafts of three agreements attached to the cover- 
pany. 
Fourth. 


ing memorandum the Iran Government's position is expressed in 


Part 1 
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(1) With reference to the three proposals concerning arbitration 


Here follows the Iran Government's position with regard to the 


Agreement relating to the settlement of claims for compensation 
draft of arbitration agreement: 


to the oil company and of claims of the Iran Government. 


A HE ill 
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national industries in the UK, enacted }. OF 
the laws national the Anglo-Iran oil in July. 


(3) With this arrangement there would therefore be no further 
anne of Sip preven of Vest © sett to the rules of procedure 


and other matters with regard wages, etc. 
(4) Part III concerning the drah pote a for the method of 
SIRES SES Oe gies © The company and Se Sen 
rnment is modified as follows: 


(a) If in accordance with the verdict o: the International 
Court of Justice, the Iran Government should be indebted to 
the company, the method of the payment of installments 
should be as follows: 

Out of the funds that have accumulated by that date as a 
result of the deposit of 25 percent of the net proceeds of sales 
4 oil in conformity with the law nationalizing the Iran oil in- 

ustry. 

By delivery of refined and crude oil under a contract mutual- 


ly agreed to. 

If the proceeds should be i uate for payment of the Iran 
Government's debts, so long as said have not been 
paid, interest shall be payable at a rate to be determined by 
the International Court of Justice. 

(b) In the event that by verdict of the International Court of 
Justice the company should be found indebted to the Iranian 
Government and the company should be unable to pay its 
debts in conformity with the said verdict, it shall pay interest 
to the Iranian Government as provided in paragraph (a). 


(5) Part IV of the draft agreement is agreeable. 


Part IL. 

Exchange of letters. 

With regard to the drafts of letters to be exchanged between the 
UK and the Iranian Government following the signature of agree- 
ment relating to the settlement of claims, the lranian Government 
believes that there is no need for exchanging said letters. 


Part Lil. 

Draft of agreement relating to oil transaction is modified as fol- 
lows: 

Heads of agreement between the Iranian Government and the 
Government of USA or an American commercial company for sale 
of oil. 


(1) After the agreement is signed between the UK and the Irani- 
an Government concerning the claims for compensation to the oil 
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(2) The Government of the US of America or an American com- 
mercial company, hereinafter to be called purchaser, shall enter 
into a contract with the Iranian Government or with the National 
Iranian Oil Company, hereinafter to be called seller, for the pur- 
chase of a quantity of Iranian oil products and crude il equivalen 
i ili 
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issued by the International Court of Justice. The 
purchase price shall be paid by the purchaser to the seller 
contract is signed. 

(4) The purchaser and seller shall agree on a schedule of 
ments with due regard to the availability and quality of oil — 
ucts and crude oil which should be shipped according to the sched- 
ule, and on the suitability of port, loading and other essential fa- 


a 
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Gulf price minus 35 percent reduction. 

In case it should not be ible to deliver refined products in 
sufficient quantity, the purchaser shall have the option to take de- 
livery of crude oil for the remainder with the same discount from 
the present Persian Gulf posted price. 

(6) Delivery of oil under the sale contract shall continue until the 
account of $65 million is liquidated. 

(7) This agreement is binding on both parties and both parties 
ofcs me to work out the details for the implementation of the princi- 

ntioned in this agreement. 


Part IV. 


Agreement for sale to an international company. 

It is agreed that the National Iranian Oil Company shall enter 
into negotiations with an international company registered outside 
Iran and the United Kingdom for the conclusion of a commercial 
agreement relating to the sale of oil products and crude oil in sub- 
stantial quantities and over a period of years mutually agreed 
upon. The Anglo-lIranian Oil Company, which exists outside Iran, 
may also be included in the said international company.” 

HENDERSON 
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No. 287 


88 2553/1-1753 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET NIACT TEHRAN, January 17, 1953—11 p. m. 


2763. Eyes only Secretary and Byroade. 

1. I am setting forth below a number of comments re my conver- 
sation this afternoon with Mosadeq. 

2. He has of late shown tendencies to change both his mind and 
tactics. He has assured me on numerous occasions and as late as 
January 15 he would never agree to admission UK Government as 
party to dispute. He now does agree. He has insisted Iran must 
have $100 million advance payment in order to carry on. Now he 
says he would prefer to have only 50 million rather than to pay 4 
and % percent interest on 100 million. He has been talking for 
many months re international arbitration; now he says he prefers 
“adjudication” to “arbitration”, difference with regard to which I 
shall not try to discuss. 

3. At first glance it would seem that much of work done in 
London and Washington during January in preparing package pro- 
posals was wasted. However, in my opinion that work has turned 
out to be most useful. It has caused Mosadegq to realize that he was 
gaining nothing by refusing to accept UK as party to dispute. Fur- 
thermore he has been placed in such position that he was almost 
forced either to reduce some of his ideas to writing or to follow 
course which would cause world opinion to believe that he was not 
sincere in his protests that he desired settlement. 

4. I was disappointed although not surprised at his rejection of 
package proposals. Developments of this even it secins to me are in 
general encouraging. 

5. In light this comment it might be possible for Washington and 
London, if they do not become too impatient, to make redraft of 
settlement of compensation agreement. I have given this new name 
to that agrmt since he no longer considers dispute is going to arbi- 
tration. Most acute problem in this agreement it seems to me, is 
still terms of reference. British will not like his formula. I have 
tried in vain on three occasions to persuade him to make it more 
liberal but have thus far not succeeded. Perhaps final decision re 
terms of reference can be deferred until later stage. 

6. Mosadeq’s two main objections to DMPA agreement seem triv- 
ial. Nevertheless he was earnest and eloquent in presenting them. 
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DMPA might be contract with Iran through some private Ameri- 
can company although such procedure would be cumbersome. Mo- 
sadeq’s concern about interest seems to me somewhat more under- 
standable. 

During recent months he has been repeatedly accused of having 
“sold out” to US. He is clearly worried lest an agreement involving 
prices lower than he has been willing publicly to accept elsewhere, 
as well as payment of interest to US Governmental agency for loan 
although US has repeatedly been giving aid in form of large grants 
to neighboring countries, might give fresh ammunition to his politi- 
cal enemies. It is furthermore quite possible that Mosadeq would 
like to impress both supporters and opponents with an agreement 
which could be interpreted as indication that US is friendly to, and 
would like to help, his government. A businesslike agreement of 
the character proposed would not create impression of US friendli- 
ness which he desires. | hope Department and DMPA in spite of 
rather absurd aspects of our problem here will try to devise some 
ingenious plan for solving it. Mosadeq's suggestions re DMPA pur- 
chase rather confusing. I believe however that his idea is that: (a) 
Immediately after compensation settlement agreement has been 
signed, US Government or some private company acting for DMPA 
would sign heads of agreement with Government of Iran or NIOC. 
(b) Simultaneously $50 million would be turned over to NIOC. (c) 
Iran would sell immediately $65 million worth of crude oil and oil 
products and deliver to purchaser in accordance with schedule of 
deliveries to be agreed to. (d) Upon signing of schedule of deliveries 
$13 million would be placed in escrow, remaining $2 million being 
turned over to NIOC.? 

7. I leave Washington to comment on Mosadeq’s suggestion re 
change in price of ~efined oil. 

8. I probably may have more comments to make after giving 
more thought to Mosadeq’s statements and more study to his 
drafts. 

HENDERSON 





*On Jan. 18 the Department requested that Henderson clarify the meaning of his 
statement that of the $65 million, the sum of $2 million, after setting aside $13 mil- 
lion in escrow, should revert to the NIOC. The Department assumed that this differ- 
ence was intended to revert to the United States in lieu of interest to which, in that 
case, no reference would need to be made in the heads of agreement. (Telegram 
1782; 888.2553/1-1753) 

Henderson replied on Jan. 18 that he hoped that interest might be waived in con- 
nection with the DMPA agreement, and if such an arrangement could be made, the 
United States ought to consider returning to the original figure of $100 million 
which was the sum Iran really needed. (Telegram 2775, 888.2553/1-1853) 
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No. 288 


We 2553/1 1KG3 Telegram 


The Secretary of State to the Embassy in the United Kingdom' 


TOP SECRET wNiACT WASHINGTON, January 18, 1953—4:39 p. m. 

4774. Eyes only Ambassador. As explained to Holmes in tele 
phone conversation today, our general feeling on arbitration and 
DMPA agreements is as follows: 

On Arbitration Agreement (which should be renamed Compensa- 
tion Agreement), we consider it great step forward that Mosadeq 
has agreed to let dispute be one between states. This greatly simpli- 
fies nature of Agreement and complexity of text required. Believe 
only points of substance remaining are terms of reference and 
manner in which question of gross versus net proceeds is handled. 

On terms of reference, it is still our hope that British can agree 
to deletion of word “enterprise” and restudy of point here today 
still leaves us unconvinced that their position would be prejudiced 
by this omission. If they still cannot agree our preferred position, 
we would suggest at least some changes in first part of sentence to 
make it read as follows: “to determine the sum required to provide 
fair compensation to the AIOC for the loss caused the oil company 
by the nationalization of its enterprise in Iran as the result, etc.” If 
they feel strongly, we would agree to try again use of word “princi- 
ples” instead of “basis”. Mosadeq’s point that UK law to be chosen 
should be previous to Nationalization Laws in Iran seems reasona- 
ble, however, and should be acceptable. 

Question of net versus gross proceeds will be covered later in 
connection with our comments on DMPA agreement and same 
form as suggested therein should be used in Compensation Agree- 
ment. 

Mosadeq’s redraft of DMPA agreement presents us with more 
fundamental problems. We feel we can meet what we first thought 
were his primary objections, i.e., question of interest rates and 
DMPA nomenclature. Close analysis his redraft, however, indicates 
such a general loosening of provisions as to contain very little even 
moral obligation on part of Iran in connection with future agree- 
ment on long-term sales contract. While we do not know Mosadeq’s 
intentions, his redraft can certainly be used to confirm British sus- 
picion that his primary concern is one of obtaining immediate 
funds from US without regard to following through on long-term 
arrangements for sale of Iranian oil. Among points which could be 





‘Also sent to Tehran eyes only for the Ambassador. Drafted and signed by By- 
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construed in this direction are fact that his commitment to negoti- 
ate a commercial contract has been taken out of our DMPA con- 
tract and, as well, contains no commitment on timing of negotia- 
tions Question of subsequent installments and leverage contained 
therein has been discarded for a one-shot advance from US. Fact 
that he would be willing sacrifice considerable amount of money in 
order change nature of agreement cannot help but be viewed with 
suspicion. Non-agreement with cur provision that International 
Company act as agent for US can also be interpreted in same light. 
There are other points on question of price and escrow arrange- 
ments which we find difficult but which have less bearing on the 
important consideration of underlying motives behind Mosadeq’s 
redraft. 

In considering all of above we have come to conclusion that best 
tactic is to continue to use our draft as basis for further discussion. 
We will make such changes as we can to meet Mosadeq’s points 
that do not have real bearing on question of future intentions re 
commercial negotiations. We would retain in this context our origi- 
nal offer to advance $100 million against future deliveries of oil 
with explanation that US made this offer on basis of what it con- 
sidered to be real needs of Iran. If Mosadeq wishes to cut amount 
in half we would of course be happy to agree but we would not 
agree for this consideration to drop other points of the agreement 
which we consider not only important but honest and fair, and 
which were in large part based upon his previous statements to 
Henderson. 

On question of exchange of letters we hope British will accept 
our view that these are non-essential in the context of the other 
agreements. If they persist in their present view at least some 
method should be found to separate this exchange from initial 
package which would become public. 

Would hope that our views as above on DMPA deal will be reas- 
suring to British and result in quick concurrence suggested 
changes in draft already approved by them. If compensation agree- 
ment can be pushed along we should be in position another early 
meeting with Mosadeq, as much of textual material would already 
have been translated in Tehran. 

There will follow by separate messages: (1) our suggested redraft 
of compensation agreement and (2) redraft to replace DMPA head- 
ings with comments on key points therein.” 

ACHESON 





*Reference is to telegrams 4775 and 4776 to London, neither printed. ‘4®# 2553/1- 


1853) 
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No. 289 


ee 25 1-18 Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


TOP SECRET NIACT Lonpon, January 18, 1953—10 p. m. 

3935. Subject Iran Oil. As indicated in separate message,* we had 
two meetings at FonOff today. At second meeting strong current of 
British thinking was apparent in their reactions to Mosadeq re- 
drafts of documents. They felt there was sinister thread running 
through the numerous changes made by Mosadegq in his redrafts. 
They particularly feared that he intended simply to secure $50 mil- 
lion advance while making as few commitments as possible and at 
the same time include provisions in documents which contained 
concealed booby traps for UK and also for US. Because of this 
strong impression which British received in further study of Mosa- 
deq redrafts, they hoped it might be possible to secure some clarifi- 
cation on the significance of Mosadeq's changes in these redrafts. 
British felt that while it would be possible to work on basis of new 
language in Mosadeq’s redrafts, British would be most reluctant to 
enter upon this course if they felt that Mosadeq’s design was not 
really to reach agreement on basis of ideas discussed earlier by 
Henderson with Mosadeg. Following are points on which any clari- 
fication that could be provided by Henderson would be most help- 
ful. British urged, as matter of tactics, that Henderson should not 


at this stage go back to Mosadegq. 


1. British are concerned know why wording “loss of enterprise” 
is not acceptable to Mosadeq. They want to know what meaning is 
ascribed to words “in accordance with” in Mosadeq’s redraft of Ar- 
ticle 2 in agreement for settlement of claims. British are particu- 
larly concerned by Mosadeq statement that inflexibility is what he 
wants in terms of reference. Basic point here is w r terms of 
reference give UK clear right to establish value of concession and 
expected future profits as elements of loss. British do not under- 
stand what objection there is to “the principles applied for the pur- 
pane of determining the compensation awarded under any UK 

w". 


2. British wouder why “method of payment” is mentioned in Ar- 
ticle 2 of Mosadeq’s redraft. a are not clear as to relationship 
between Article 2 (1) and Article 8. 





‘Sent to Tehran eyes only for the Ambassador as telegram 161 and repeated to 
the Department 
*See telegram 3936, Jan. 14, infra 
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7. British note that DMPA ment no longer contains under- 
taking by Iran to iate with international company as soon as 
company formed ready to negotiate. This naturally matter of 
—- concern to them and they inquire if this actually intended in 

osadeq’s redraft. Brit also inquire as to who are parties to 
agreement referred to in part 4 of Mosadeq’s redraft-agreement on 
negotiations with international cooperation. 


If it were possible to obtain satisfactory clarifications on above 





No. 290 
WAM 2554/1-1553 Telegram 


The Ambassador in the United Kingdom (Gifford) to the 
Department of State’ 


TOP SECRET NIACT Lonpon, January 18, 1953—10 p. m. 

3936. Two meetings held at Foreign Office today devoted princi- 
pally discussion Tehran’s 2762. Preliminary impression two For- 
eign Office officials at first meeting was that counterproposals not 
too bad, though some difficulties apparent. At later meeting with 
Representatives Treasury, Minister Fuel and Power, AIOC and 





'Transmitted in two sections; repeated to Tehran 
?Document 286 
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other Foreign Office officials, including Legal Adviser, first impres- 

At outset of second meeting at Foreign Office today the British 
stated that proposals made to Mosadeq were sent with general idea 
that they represented final positions. They had been approved by 
Ministers with this thought in mind and were agreed only under 
pressure of getting a final agreement within few days. Mosadeq's 

went beyond “fina) position” in several respects. 

Terms of reference to ICJ was the most troublesome. Reference 
to “losses” was too vague. British preferences for “property, rights 
and interests” and acceptance of “enterprise” were recalled. What 
British were seeking to protect was claim for loss of concession and 
future profits therefrom. Word “losses” was bad enough standing 
alone, but tying the reference to the British Nationalization Act 
(that is the Coal Act) made it even worse for in the case of the coal 
industry compensation was for assets taken over by the state. Brit- 
ish pointed out that assets under coal law were physical properties, 
including collieries, unworked coal, et cetera, while in Iran there 
was not a true parallel in the case of the oil lands, since company 
did not own these lands, but simply had concession agreement per- 
mitting exploitation. While Coal Act provided for transfer of assets 
to public ownership, Iran nationalization law did not purport to 
transfer concession. 

Position was at best ambiguous, requiring extensive argument 
even before impartial court which might be persuaded to accept a 
narrow Iranian view on the issue. This particularly so if history of 
negotiations produced to show change from wording preferred by 
British to that suggested by Mosadeq who British convinced clearly 
understands fears they entertain. British legal adviser also ex- 
pressed fear that if generalized term “losses” used in terms, then 
iran might try establish to ICJ that in fact AIOC had not sustained 
over-all loss, but had recouped losses through operations elsewhere. 

British were not persuaded by argument that the ICJ being a 
reasonable Court would surely count as loss the loss of concession 
from which all other losses derived. Concession agreement should 
in effect be considered analagous to ownership of mines in case of 
Coal Act. Nor were British impressed by argument that “losses” 
was wider term than “loss of enterprise” and might include ancil- 
md expenses of company stemming indirectly from nationaliza- 


"British minimized significance Mosadeq’s agreement to put issue 
to ICJ (which they accept) saying point cost him nothing, particu- 
larly if he drew limiting terms of reference as he had. His ulterior 
motive in such definition might be deduced from his statement he 
was seeking inflexible formula. 
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price for retaining freedom of action which would be 
performance. 
Regarding DMPA agreement, we pointed out ths: there would be 


| 
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tugs, tankers and other craft was said to be particularly di i 
to AIOC and this exchange considered by British officials to be re- 
quired. Point of worry was principally tugs, dredges and ancillary 
craft which AIOC succeeded in removing from Iranian waters but 
which would have to return to make loading ports operative. Sister 
craft left in jranian waters were seized by Iran. Tankers are appar- 
ently less worrisome since they could be seized again after leaving 
Iranian ports. 

We pointed out this problem in last resort comes back question 
of good faith. If this were present, no letter required; if lacking, 
letter would be worth nothing. 


Final comment was on the point of the 25 percent set aside from 
net proceeds. British say this would destroy 50-50 principle. Their 
figure was 46-54, but arithmetic was not checked. British noted 
point could be met by increase in discount. They aware Iranian law 
but say it permissive. Further they believe international agreement 
leading to payment into escrow of 25 percent of total proceeds 
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would supersede any provisions of Nationalization Law. We said 


snout aheo Dopastaneat’s 778° 
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No. 291 
We 2558 | 1958 Tetegran 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET  $NIACT Temran, January 19, 1953—8 p. m. 


2802. Eyes only Secretary and Byroade-: 

1. When I sent my various telegrams on evening January 17 com- 
menting tentatively on documents received from Mosadeq, | had 
aot had opportunity carefully to analyze his proposals regarding 
arbitration and to compare them with those handed him on Janu- 
ary 15. Further study yesterday brought realization of changes 
mentioned in London telegram to Tehran 161, January 18 repeated 
Department 3935. 

2. I called on Mosadeq shortly after noon today in order obtain 
clarification and explanation of these changes as well as answers to 
questions raised by British. | asked why in Article 2 of | of his re- 
draft he had stipulated that method of payment of compensation 
should be determined in accordance with some British law. It had 
been my understanding gained during previous conversations with 
him that amount of compensation was to be determined on basis of 
a British law whereas method of payment was already prescribed 





‘Transmitted in four sections, also sent te London eyes only for the Ambassador 











to Government ¢/ sufficient 
installments due, Iran must begin to interest on 
amounts and to pay interest until installments were 


25 percent of the proceeds of sales abroad will be payable to the 
former company until the full amount of compensation has been 
paid”. Prime Minister was unyielding. He said he was sorry if 
there had been misunderstanding. What he had meant was that 25 
percent of the sales abroad would be paid to fund from which su: 
would be taken to pay installments which may be due in accord- 
ance with decision of court. | read to him excerpt from my tele- 
gram reporting my conversation of December 25 in which | quoted 
him as saying “he was still preparing refer to International Court 
for arbitration matter of determination of amount of compensation 





*Reference is to telegram 2425 from Tehran, Dec 26, 1952. Por a summary of that 
telegram. see Documents 256 and 257 
*Decument 262 
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owed by Iran to AIOC, due regard being given to Iran counter- 
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6. My comment on above: I do not wish to go so far as to charge 
Prime Minister with lack of frankness in his dealings with me re 


ary 17 to Department to London 898, which contained no reference 
minding him of something he has overlooked. 


was intentional; that he thought that reference in early part of 
document to fact that Iran prepared to have Iranian Government's 
claim settled by court took care of this. I shall inquire regarding 

10. | asked Mosadeq why, even though he might consider ex- 
change of letters unnecessary, he should object to exchange of as- 
surances contained in them. He said he would go into that matter 
when agreements were signed He did not believe that exchange of 
this kind should be connected with other agreements. Iran had no 


law. If compensation agreement was concluded British would have 
no cause to worry on this score. He said commitment contained in 
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‘his Document No. 4 could be incorporated in an exchange of letters 
11. I told Prime Minister that | felt it incumbent upon myself to 
orm US Government—and my views would undoubtedly be con- 
i to British Government—whether in my opinior he was 
y interested in concluding long term sales contract with some 
international company in which IOC was participant. He sat up 
n bed, placed his hand on his forehead and solemnly swore that he 
extremely anxious to negotiate and conclude long term sales 
ontract as soon as possible with such international company. He 
id Iran must sell its oil in order to live and he would like to sell 
much of it as possible to international company. “' would be 
yuite willing at any time to sit down at banquet table with direc- 
of such company.” | intend express my honest personal opin- 
on regarding strength of his desires in this respect after another 
ponversation with him. 
12. I asked Mosadeq whether he would still find it objectionable 
to deal with DMPA in case at beginning of contract its name 
should be given in full and its functions explained and if thereafter 
Fit be referred to as DMPA. Mosadeq said, no he could not enter 
‘Into arrangements with American agency which by its name might 
dicate that Lran was selling United States war materials. 
id. »fare leaving Mosadegq | again referred to problems of terms 
reference. | told him that his decision in this regard might well 
mine whether or not any room for agreement could be found. 
His present formula in my opinion was so unworkable that it could 
ot be accepted by British and would not in general be considered 
pnable in case it should be known to world that differences 
with respect to it resulted in breakdown of negotiations. I support- 
ied by number illustrations my reasons for believing that Iran itself 
night be in much more favorable position if it should agree that 
od of payment of claims should be met by devoting 25 percent 
oil revenues to this purpose rather than in accordance with a 
itish law which would probably not be applicable if strictly ap- 
plied. Mosadeq said again he would discuss this matter in subse- 
nt conversation but he did not indicate he had any intention of 
tering his attitude Mosadeq said he was afraid difference regard- 
terms of reference was another British excuse for not coming to 
sement. I told him that I knew for fact that he was entirely 
ong in this premise. Not only British, but | personally, members 
Embassy who had followed our conversations, and | was sure 
merican officials in Washington and London acquainted with 
hatter were unanimous in believing that it would be impossible for 
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court to come to fair verdict if bound by terms of reference on 
which he was now insisting.‘ 
HENDERSON 





*Later that day Ambassador Henderson characterized this session with Mosadeg 
as the most discouraging discussion which he had had with the Iranian, and admit- 
ted that he was beginning to lose hope that Mosadeq could ever be prevailed upon 
to come to what the United States and United Kingdom would regard as a reasona- 
ble and fair settlement. (Telegram 2803, 88% 2553/1-1953) 


No. 292 
mee Ft 1 hel Telegram 


The Secretary of State to the Embassy in the United Kingdom' 


TOP SECRET WASHINGTON, January 26, 1953—8:06 p. m. 
PRIORITY 

4941. Eyes only Holmes. Representatives of British Embassy yes- 
terday handed Department documents covering their comments on 
the counter-proposals submitted by Mosadeq and our suggested re- 
drafts of the arbitration and DMPA agreements. These documents 
include British suggested redraft of arbitration agreement and a 
statement of their genera! position in Iranian matter for consider- 
ation by new administration. It is assumed that Foreign Office will 
have furnished copies of these papers to Embassy London. Summa- 
ry of documents have been transmitted to Tehran separately. 

We consider it unfortunate at this stage that British have chosen 
to transfer US/UK negotiations to Washington. As this will inevi- 
tably result in delay in reaching final US/UK agreement, request 
Embassy London continue direct contact with Foreign Office in 
effort move things along. 

Our only comment at this time on general position of British as 
outlined in Annex C is our regret that they chose to refer to latest 
proposals presented to Mosadeq as a ‘joint’ offer along the same 
lines as the joint approach of 30 August. We think British should 
understand that we look upon our role in present negotiations in 
different light. The US, as the result of conversations between Mo- 
sadeq and our Ambassador, took the initiative to prepare the essen- 
tials of an agreement which we hoped would be acceptable to both 
sides. We appreciate concessions made by HMG in an effort to 
reach agreement through us with Mosadeg. We do not consider, 
however, that the documents prepared in London have a sanctity 





‘Repeated to Tehran eyes only for Ambassador Henderson. Drafted and signed by 
Byroade 
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in themselves. We hope British will continue consider each point of 
disagreement arising during negotiations to determine whether 
there is a point of real substance involved or whether further 
changes can be made to meet Mosadeq’s view and not relinquish 


points of great importance to them. 
Our comments upon British redraft of compensation agreement 
are as follows: 


(1) We reluctant to see introduction of new poirts in this agree- 
ment at this stage unless they are absolutely necessary. In this con- 
nection, we hope British could agree to d phrase at end of 
second paragraph of Preamble which reads as follows: “The prelim- 
inary issue of jurisdiction in which was before the International 
Court of Justice in June, 1952.” We believe this unnecessarily 
raises a touchy point. If any mention of the prior case before ICJ is 
made, it must certainly be done in such way so as to assure Mosa- 
deq that the present case before the Court will not serve to undo 
Court’s previous decision. For same reasons, we would hope that 
paragraph 2 of Part 1 could be omitted entirely. While the sub- 
stance of this paragraph may be entirely logical, we believe it is 
— to cause complications and we suggest such matters be left 
to Uourt. 

(2) Terms of Reference—This is undoubtedly most critical point 
of di ment between United Kingdom position and that of Mo- 
sadeq. It is an extremely difficult one for us as after exhaustive 
study of problem and analysis of United Kingdom coal law, our 
lawyers are honestly unable to share British concern at wording of 
this paragraph. We would hope British could agree with our view 
that as British coal law provides for compensation based upon capi- 
talization of future profits it is inconceivable to us that any impar- 
tia! body of — could fail to take into account question of earn- 
ing power of AIOC property. Even if question of the validity of the 
concession is pe before Court, it seems to us that legal case is 
clearly on side of British. 

In presenting documents yesterday, British representative ex- 
plained that one of their concerns about any change in the wording 
of Terms of Reference in this regard is that such a change might 
be used by Iranians before the Court to indicate that British had 
conceded the point on future profits by accepting alternate wording 
before ment had been reached. It does not seem to us that leg- 
islative history of this nature would be entertained by Court. 

If British cannot agree to our preferred wording on this subj 
as contained in recent US redraft, we would hope at least they 
could shift to wording as suggested in Paragraph 3, Deptel 4774 to 
London, rptd T hran 1783. They should know, however, that we 
are not hopeful that this change would be likely to produce agree- 
ment. 

(2) British may be assured that only reason our suggested redrafi 
reversed order of paragraphs in Part 2 on question of methud of 
payment was for simplicity of presentation. If they prefer order in 
their present draft we would not object. The point of principle in 
these pacnapegee seems to be question of defining amount which 
will be pla in escrow. We continue to believe that phrase “25 





IRAN, 1952-1954 649 


net proceeds” defined in some reasonable manner, 

Seuss Sp Ge wet aaceleee $9 Ge cenqsrecd, Uatem Gove © 6 
i must deduct his costs before allo- 

cating a percentage of his receipts from oil for payment of compen- 
i costs will inevitably be very high and if not defined 


pta flat percentage for costs which is not ‘ar out of line with 
reality. For this reason, and because use of the wording “receipts” 
in light of Iranian law would, in our opinion, carry with it risk that 
Court might interpret this to mean “net receipts’, we believe such 
a formula should be preferable from British point of view. 

We have always thought that British prefer, as we do, that any 
future commercial arrangement would be set up so that interna- 
tional company would buy crude and pay a “through-put” charge 
for products. If this were to eventuate, no problem would exist 
since compensation payments would be calculated exclusively on 
Iranian crude sales and costs. In the purchase of products by inter- 
national company, costs would still be calculated on the same basis 
for crude plus, say, 50¢ a barrel for refining. If international com- 
pany prefers to buy products at 35 percent discount, which is 
almost exactly the same price, namely $1 64 (assuming barrel of 
products mix to be valued at $2.52), as purchase of crude and plus 
through-put charge of 50¢, then amount placed in escrow for com- 
pensation should equitably be derived by deducting from Iranian 

roceeds refining expense of say 50¢, and applying to balance same 
ormula as would be used on purchases of crude. In event of sales 
of products by Iranians to others, we presume that refining charges 
per barrel are allocable on some standard cost basis and provision 
can be made in the unlikely event that Iranians receive prices in 
excess of refining costs plus $1.14 for crude so that 25 percent of 
such excess is added to the compensation account. 

(4) We note that British have re-inserted in several places the 

rovision that Vice President of Court would act as an umpire. 

hile this undoubtedly is logical method of proceeding, it does not 
seem to us to be a matter of real substance. If Mosadegq, due to the 
popularity of Court in Iran, insists that whole Court should act on 
such matters, we hope British would agree that Henderson could 
be given leeway to make this change. 

(5) Henderson reports that matter of Iran being obliged to pay 
interest is an extremely difficult point for Mosadegq, as it relates to 
matters of religion and the suspicion of future foreign domination. 
We would hope therefore that British could agree to change sub- 
stance of Paragraph 6, Part 2, to something along following lines: 
“It is understood by both parties that if as a result of the decision 
of the Tribunal, one party should be found to be indebted to the 
other, the amount of indebtedness shall not bear interest and the 
Court in fixing the amount of compensation should take this under- 
standing into consideration.” 

(6) It will be noted from Henderson’s cables that manner of refer- 
ring to the AIOC may be a difficulty in Iran. It would be helpful in 
our opinion if British could agree that first reference to AIOC 
would be along the following lines: “Anglo-lranian Oil Company, 
Ltd., a British company which formerly operated in Iran, herein- 
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after to be referred to as the Company.”’ The same change should 
be made in US agreement for purchase of oil. 

End of comments on compensation agreement. 

Analysis of the British paper would seem to indicate that their 
concern over Mosadeq’s redraft of our DMPA agreement is quite 
similar to our own. As we pointed out in Deptel 4774 to London 
rptd Tehran 1783,? we are not inclined to alter matters of principle 
in that agreement which have a bearing upon Iranian intentions to 
follow through upon a long term commercial arrangement. We 
therefore propose that next approach to Mosadeq be on basis of US 
draft incorporated in Deptel 4776 to London rptd Tehran 1785, 
with exception of reference to AIOC as referred to above. While we 
do not fully share British concern at reducing amount of our ad- 
vance to $50,000,000, if we retain the essential points of principle 
in the contract, we will agree that next approach to Mosadeq be 
limited to text which includes advance of $100,000,000, partially in 
installments. If Mosadeq should clearly prefer an advance of 
$50,000,000, which we think most unlikely, we should be in difficult 
position but would in any event discuss this matter with British 
prior to any other change in the present text. 

With regard to Para B (4) of British paper, we consider it unwise 
to have Henderson reopen question of relation between terms of a 
commercial contract and short term purchase of oil envisaged in 
US contract. We believe the long term sales arrangements should 
be settled by commercial negotiation, and that any effort prior to 
these negotiations to tie down matters of price for long term ar- 
rangements by reference to the short term US purchase would be a 
self-defeating exercise. 

The UK may be assured with reference to its Para B (5) that the 
US will coordinate its schedule of deliveries, including types of 
products desired, with UK. We do not believe this will be a future 
problem. 

End of comments on DMPA agreement. 

As there is no mention in British documents of the proposed ex- 
change of letters on the subject of freedom of seizure of British 
tankers, etc., we hope they have accepted our view that such an ex- 
change in the context of the documents to be agrved (0 is, in fact, 
unnecessary. 

If the British can agree substantially to our position as set forth 
above, we would hope for an early resumption of talks between 
Henderson and Mosadeq. We feel that the next conversations 
should clarify one way or the other many of the doubts that have 





2Document Z8* 
*Not printed. (888.2553/1- 1853) 
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been raised in our minds, as well as with British, and that these 
further conversations are quite necessary before we can decide 
what our ultimate course should be. 

Substance of above points will be presented British Embassy rep- 
resentatives here tomorrow.* 

In this morning's meeting the Secretary told Makins he had not 
had opportunity to go fully into details of Iranian negotiations. We 
have, however, had number of meetings on this subject and after 
round up with Gen. Smith and others Secretary instructed the De- 
partment to proceed on above lines.* 

DULLES 





*According to the memorandum of a conversation held by Nitze, Byroade, and 
Richards with representatives of the British Embassy on Jan. 27, a memorandum 
was handed to the British officials which encompassed the substance of telegram 
4941 to London. The British reaction was that US. views had changed little with 
the change in administration, and that the United States and United Kingdom were 
sliding down “a slippery slope” in regard to concessions to Mosadeq. Byroade as 
sured the British that the United States recognized the dangers, and realized that 
the point had almost been reached beyond which the Anglo-Americans could not go 
in making substantive concessions to Mosadeq. (8&8.2553/1-2753) 

*On Jan. 28 the Embassy reported that it conveyed a memorandum based on tele 
gram 4941, minus the first two paragraphs, to the Foreign Office. In making the 
presentation, the Embassy officer stressed the desirability of having the United 
States and United Kingdom reconcile their differences to permit an early resump- 
tion of talks between Henderson and Mosadeq The preliminary British response to 
the American memorandum was that the United Kingdom considered the proposals 
put to Mosadeg on Jan. 15, as “joint” in the sense that they were worked out be- 
tween the two governments, that they constituted a package, and involved simulta- 
neous commitments by both governments with respect to various elements of the 
package. The Foreign Office representative implied that the United Kingdom did 
not attach great importance to retaining the phrase at the end of the second para- 
graph of the preamble of the British redraft of the compensation agreement. He 
doubted very much that the British Government could agree to changes in the 
terms of reference because it did not believe that Mosadeq was prepared to have the 
International Court of Justice take into consideration the loss that the AIOC had 
suffered as a result of the cancellation of the concession agreement. The British 
were concerned about the matter of escrow and the Department's suggestion that 
prodigy hfe on eer from the compensation agreement. (Tele- 
gram 4152, 888.2553/1-2853 


No. 293 
eee 1 288 Telegram 


The Ambassador in Iran (Henderson) to the Department of State' 


TOP SECRET PRIORITY TEHRAN, January 28, 1953. 
2934. Eyes only Secretary and Byroade. 





‘Also sent to London eyes only for Holmes 
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l. This evening Mosadegq asked if 1 could come see him. I went 
immediately accompanied by Saleh, my Iranian assistant. 

Our conversation lasted approximately two and one-half hours. I 
tald him I had not visited him for several days because I had been 
awaiting fresh instructions from Washington. In view change of ad- 
ministration entire US position was being reviewed in light of our 
various conversations. 

2. Mosadeq said he had assumed that change of administration 
might cause recess in our conversations. In our !ast talk I had told 
him that I thought it would be difficult for Court to adjudicate 
question of lran compensation to former company by strict applica- 
tion of British law nationalizing coal or any other industry. He had 
subsequently examined coal nationalization law and had concluded 
I was right. Law was complicated and difficult to understand. It 
contained many provisions which had no relationship whatsoever 
to Iran oil problem. He and his advisers now believed it would not 
be practicable for Court to apply law this kind to present dispute. 
They therefore wished to amend suggestions which they had made 
previously. He handed me document in Persian, translation of 
which contained next paragraph. 

3. “(1) The Iran Govt accepts judgment by the ICJ with regard to 
‘property and establishments of the oil company in Iran on the 
basis of any one law relating to nationalization of industries in 
England which would be acceptable the oil company. 

“(2) In case this proposal is not agreeable to the oil company, the 
company may determine which on of the laws relating to nation- 
alization of industries it would like to have as basis of the judg- 
ment by the ICJ, and it may also specify the principles of such law 
which are agreeable to the company as the basis of judgment, in 
order that the question may receive consideration. 

(3) Inasmuch as it may take a long time to refer the case to the 
judgment of the ICJ and obtain a result [and whereas}* the Iran 
Govt would like to settle the difference as soon as possible, the Iran 
Govt desires the oil company to name the amount of compensation 
to which it considers itself entitled (regardless of Iran's counter- 
claims). Perhaps the question of compensation can be settled by 
direct negotiation and without reference to the Court.” 

4. Saleh translated this document aloud paragraph by paragraph. 
At end first paragraph I asked Mosadeg if | was to understand he 
now wished terms of reference expressly to limit compensation to 
“property and establishments” of oil company in Iran. He replied 
in affirmative, adding that in any event coal nationalization law 
not applicable to situation in Iran. In England owners of mines had 





*Brackets in the source text 
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title to them. In Iran former company did not own any land or sub- 
soil minerals. It owned merely certain physical property above 
ground and had right to exploit and refine oil. Iran willing to 
permit company to claim compensation for losses of physical prop- 
erty above ground but not for loss of rights to exploit or refine. If 
Iran should be willing to agree to pay compensation for loss of such 
rights that would mean that it would be agreeing to pay compensa- 
tion for loss of future profits. Iran could not do that. 

5. I reminded Prime Minister of sense of our previous conversa- 
tions. He had explicitly told me that he would be willing to permit 
Arbitration Board to settle question compensation on basis any 
British law nationalizing a British industry acceptable to former 
company; and that in answer to questions put by me he had stated 
that such basis for settlement would be agreeable to him even 
though British law selected would provide for payment to former 
owners of compensation for loss of future profits. It was on basis 
this statement to me that our present conversations had been inau- 
gurated. He said he did not remember making such statement to 
me. We had discussed many things. He thought, however, he had 
always made it clear that Iran would not agree to any arrange- 
ment which might involve payment of compensation for loss future 
profits. In any event he had emphasized throughout our talks that 
anything he might say was subject to approval of Majlis. He was 
convinced from talking with his advisers that Majlis would not 
agree to any formula which might make it possible for British to 
claim .°-\pensation for loss of future profits. | told Prime Minister 
that ., that was his position, I feared all our conversations had 
been in vain. | was convinced, as | had toid him in conversation of 
December 25, that British could not accept terms of reference 
which would limit compensation to losses resulting from confisca- 
tion of physical property of company in Iran. I was sure that whole 
business world would consider that company was right in insisting 
that in determination of compensation, losses of future profits 
should be given consideration. If his position as now outlined to me 
should be conveyed to British our conversations would probably be 
terminated. 

6. Mosadeq indicated considerable distress, maintaining he anx- 
ious for settlement. He suggested that second paragraph of docu- 
ment be translated before further discussion. This paragraph might 
serve as alternative if first paragraph unacceptable. Saleh translat- 
ed second paragraph. | said | did not think it would serve any 
useful purpose for company to specify principles of any British law 
as suggested in this paragraph si.sce Mosadeq had already made it 
clear that he would not accept any formula which would make it 
possible for company to claim compensation for other than physical 
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property in Iran. Prime Minister said he did not see why presenta- 
tion of this document would mean termination of conversations. If 
British did not like suggestions contained in it they could give 
counter suggestions. i said British had already presented their for- 
mula in proposals which | had handed him on January 15. He had 
not really replied to British formula. Instead he was proposing new 
formulas which had no real resemblance to suggestion of British. 
Mosadeq asked that third paragraph be translated. I told him that 
this paragraph, if given consideration, would transfer our conversa- 
tions into area which I not in position to enter. Both British and 
Iran Govts had indicated their agreement for US to carry on con- 
versations in an endeavor to achieve oil settlement basis interna- 
tional arbitration or adjudication of question of compensation. 
Paragraph 3 seemed to suggest aiscussion of lump sum settlement. 
I had no authority discuss this kind of settlement. I would submit 
document in question to US Govt but in doing so I would inform it 
that I had I told him I unable discuss suggestions of kind contained 
in paragraph 3. 

7. Mosadeq reverted to paragraph 2 of document. He said he 
would be willing to consider principles involving compensation for 
loss of future profits provided he was sure that amount to be 
claimed would not be exorbitant. His advisers had told him that 
Majlis would never agree to oil settlement involving risk, even 
though remote, that court might find Iran liable to pay compensa- 
tion for loss of profits amounting to 150 million pounds annually 
for 32 years. I tried to convince him his fears groundless. Judges of 
Court were reasonable men not likely hand down decision so ridic- 
ulous. He insisted that risk existed. If British would let him know 
what was maximum amount which it would claim he might agree, 
if that amount was not too exorbitant, that Court could adjudicate 
claim with terms of reference including compensation for loss of 
future profits. If British desired to know size Iran's claims he 
would be willing give it in return. 

8. I told Mosadeg | disappointed that we seemed so rapidly to be 
approaching deadlock. | had entertained hopes that settlement 
might be achieved on a basis which would leave Iran master of its 
own oil industry, would offer Iran opportunity sell oil abroad on 
commercial basis, would afford guarantee Iran would not be sad- 
died with burden indebtedness greater than it could bear, which 
would provide Iran funds to meet its financial needs until oil reve- 
nues would again begin to accrue. Mosadeg said I had failed in one 
respect. I had not been able to guarantee that Iran would not be 
saddled with burden of indebtedness greater than it could bear. | 
said if Iran would be called upon to p_y its indebtedness only from 
25 percent of proceeds derived from sale of oil, burden would not be 
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unbearable. Unfortunately Iran Govt apparently was not willing 
even to bear this relatively light burden. Mosadeg said it might be 
willing to bear such burden if it knew number of years involved. 
Over how many years would Iran be expected to pay? I said that 
would depend upon judgment of Court. Mosadeg said on a basis of 
this kind it would not be necessary to go to Court. He would be 
willing to present to Majlis agreement whereby for certain number 
of years Iran would pay in settlement compensation 25 percent of 
gross proceeds from its oil exports. Only question to be settled was 
number of years. That could be settled in conversation of one hour 
if British were agreeable. Difficulty with lump sum method would 
be to satisfy public opinion in Iran and UK. Method of definite 
number of years but indefinite global amount would be much 
easier to sell at least to Iran public. Another advantage of this 
method would be that company would in sense become partner of 
Iran. Both would want to sell as much Iran oil as possible. | told 
Mosadeg I unable discuss this kind of settlement with him. I could 
only discuss settlement based upon international arbitration or ad- 
judication of compensation. 

9. Mosadeq said he hoped some way could be found to prevent 
termination of conversation. It was important not only to Iran but 
to world that dispute be settled. | repeated in view of position 
which he had this evening assumed | could, for moment at least, 
see no way avoiding deadlock. 

10. My tentative comment. I do not think that Mosadeq could 
have failed to realize that decision of himself and advisers that 
terms of reference must be worded so as to limit compensation to 
loss of physical property of company in Iran would destroy all pos- 
sibility of settlemeut of compensation by international arbitration 
or adjudication. He hoped, therefore, to be able to shift conversa- 
tions to another basis, that of reaching agreement on lump sum to 
be paid as compensation or preferably on definite period of years 
over which Iran would pay 25 percent of gross proceeds from oil 
exports as compensation.* 

HENDERSON 





*On Jan. 29 the Embassy in London reported that it had conveyed the contents of 
telegram 2934 from Tehran to the British Foren Office, which expressed the view 
that Mosadeq's latest comments would have a most disturbing effect upon the Brit- 
ish Government and would undoubtedly delay British consideration of the points 
contained in the Embassy memorandum handed to the Foreign Office on Jan. 28, 
which was based upon telegram 4941 to London, Jan. 26, supra. (Telegram 4199, 
BBR. 2553/1-2953) 
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wee Tod | 28 Tehegram 


The Acting Secretary of State to the Embassy in the United 
Kingdom ' 


TOP SECRET WasnHincTon, January 30, 1953—7:49 p. m. 

5076. Eyes only Ambassador. Preliminary reaction to Tehran tel 
2934 to Dept rpt London 970" was one of disappointment that Mo 
sadeq at this stage would again attempt to alter the basis upon 
which we have all worked in an effort to secure agreement. Fur- 
ther study, however, leads us to believe that we should not accept 
this change in a spirit of defeat but should continue under same 
compulsions as before to attempt to reach agreement. There is at 
least a possibility that the changes proposed by Mosadeq might 
turn out to be blessing in disguise. As we now understand his posi- 
tion he might accept phraseology for terms of reference which. 
would meet British position on question of future profits if he could 
be assured in some way that any judgment against Iran would not 
be so excessive as to be beyond the capacity of the economy of that 
country or stretch indefinitely into future. 

This thought has led us to search for some type of assurance that 
could be placed in the documents to meet Mosadeq’s concern. It is 
obviously unwise to place a ceiling on amount of compensation 
which Court could award, as this would in effect destroy principle 
of impartial international arbitration. Any formula, therefore, 
would have to be along lines of insuring that method of payment 
be handled in such a way as not to impose undue strain upon Irani- 
an economy and to provide for some terminal date. Latter point 
could be handled by specifying a fixed number of years beyond 
which Iran would not be expected to pay compensation. For pur- 
poses of illustration, we assume in this message that such figure 
would be twenty years, although exact number could be subject of 
further consideration or negotiation. Formula could specify that 
Iran would set aside 25 percent of gross proceeds for period not ex- 
ceeding twenty years to be used in meeting arbitration award. It 
could further be specified that if funds set aside pursuant to the 
above formula were in any year less than one-twentieth of total ar- 
bitration award, company would receive certain amount of free 
crude. 





‘Repeated to Tehran eyes only for the Ambassador. Drafted by Byroade and Nitze 
and signed by Nitze 
* Supra 
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Such formula would have effect of giving Iran degree of protec- 
tion against having to pay more than its national economy could 
support. It is assumed that delivery of free crude, if that should be 
necessary in any given year, would not be a significant drain upon 
its economy. 

If such a formula should prove acceptable to Mosadeq, wording of 
terms of reference should be such as to meet British position on 
question of future profits. There are of course number of alterna- 
tives as to exact phraseology that could be used. One method would 
be to leave terms of reference as they were in British draft submit- 
ted to Department on January 25. Combination of word “enter- 
prise” and “principles of a specified British law” is one method of 
specifying future profits. There may be simpler method which 
could be worked out by British. 

It would then be necessary to alter section in compensation 
agreement concerning method of payment. We have produced here 
following tentative wording which might be used to give effect to 
formula set forth above. This would substitute for Part Two, para 
4, Deptel to Tehran 1852.* 

“4. Any balance due in consequence of the decision of the Inter- 
national Court of Justice shall be paid as follows: 


(1) If a balance is due to the company, the method of payment in 
installments shal! be as follows: 


(a) Out of funds that have accumulated prior to the date of 
the decision as the result of the it in a bank desi 
by the company of 25 percent of gross receipts from all 
oil and oil products ex from Iran; 

; 


of the Court of 25 percent of the receipts from all 
of oil and oil products exported from Iran for such period 
as may be necessary to liquidate the balance due the company 
after deducting payments made pursuant to (a) above, but not 
exceeding twenty years; 

(c) If in any year the amounts deposited pursuant to (b) 
above less than one-twentieth of the balance due the company 
after the deduction of payments under (a) above, the company 
shall be entitled to receive and Iran shall deliver free o1 
equal to 25 percent of the amount, if any, by which Iran's ex- 
ports of oil and oil products in that year fall short of 20 million 


(2) If a balance is due to the Iranian Government, it shall be dis- 
charged by payments in cash in sterling to the credit of the Iranian 
Government with a bank designated by the latter of such amounts 
over such periods of years as shall be between the Iranian 
Government and the Company; or, in default of such agreement, in 





*Not printed (S84 2553/1-2653) 
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such amounts over such periods of years, as shall be determined by 
an umpire appointed by the Vice President of the Court.” 


Effect of para | ic) above is as follows. If after receipt by Compa- 
ny of payments under para (a), payments under para (b) were insuf- 
ficient to meet one-twentieth of balance of award, para (c) would 
come into effect. If Iran were exporting 10 million tons of oi] and 
products, 25 percent of gross proceeds from sale of these 10 million 


period of years or percentage of gross receipts to figure which 
would impinge upon effectiveness of International Court's award. 
We think that would be less likely to happen if Henderson were 
authorized to explore with Mosadeq the above formula as being his 
idea without any prior commitment on part of either London or 
Washington. 





*For the complete text of the asde memore and attached annex, see Document 
252 
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The Secretary of State to the Dretases on the United Aingdom 


or her wir? Wastuwnton Pebruary 10 1948 1 0) Pp tm 


5294 Byer only Henderson and Holemes Delar in Washington in 
teaching decision on future course of action in Iran negor vat some 
hee teoulted from reluctance to proceed on courte which sere 
heave termote chance of succes vet on other hand we have been 
unable devise any new formule likely te agreed by both Monadeq 
and Bevtiek We have also been disturbed by factor which has 
become more apparent to us in last few weeks and thal was vividly 
brought to mind ty Mosadeg > threat sel! oi! to all comers at 
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cooding at level which gives tittle indication of anything other than 
eany supply situation for future 

Rritieh of compres trom that we conedet o number of aclytions 
vastly preferable to no solution at all These would include reason 
able lump eum setilonment of prowieon for componaation through a 
long term contract with AMO at cacessive discount Hither of those 
solutions sem to ue to hold leas danger from viewpoint of offect on 
athe oi! praducing areas than dare no solution at all Since Britieh 
have often stated their primary concern to be effect of an Iranian 
solution on other areas we think ther should take good hard look 
at possible effect of no solution at all On our part, we cannot fail 
to be concerned at what we consider may be effects of no solution 
on other areas of the world in which both of ue have an interest 

Also. and again because of commercial factors outlined above we 
believe British bargaining position wil! become worse in future as 
regards Iran. than it ie at present It seeme to us that thie factor as 
well should be carefully analyaed by British before present negotia 
tione are allowed to fai! 

British have come « long way, and proposals upon which we 
could agree for next approach to Mosadeqg. presumably along lines 
of the first alternative text contained in Deptel 514* irptd Tehran 
1943)? are not unreasonable Neither do we consider unreasonable 
however. in political situation in Iran. Mosadeqs concern over ac. 
cepting a solution which can be politically termed “bondage for- 
ever to British There @ in fact a practical limitation upon Iran's 
ability to pay and upon the worth of the property taking into ac- 


“On Peb ° Henderson reported on a» conversation he had that day with Monadeg 
oh whack the Iratian Protme Munseter card that ithe Bevtieh continued to uneiet on a 
fortmule whach | wwolve the paytnent of future profite he would contemplate 
ashing the Majlis to agree to his announcing that Iran would be willing to sell ite oi! 
2) percent discount to ali customers Telegram 3016 MR 2555 2 25%) 

‘Not printed RHR 2559 2 85a) 
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ite earning power We believe therefore that British should 

at least attempt meet thie concern of Momedeq in manner some 

what along lines of alternative methad of payments provieione con 

tained in above refiel We feel same way about question of pay 
trent of interest 

From our point of view there are two pomible alternative ap 

proaches Henderson could return to Mosadeg with teate contained 


tation. so that we will at east have some although admittedly 
emall chance of succes: 

Second alternative would be for US to withdraw from negotia 
tione without reference to further documents We could inform Mo 


sadeq that since proposals presented him on Jan 15th were unac 
ceptable to him. and since hie suggestions of Jan 17th ae later sup 


plemented were unacceptable to British and since US hae been 
unable find way of bridging these differences, US Government had 
reluctantly come to opinion that there ie nothing further Hender 
son can do at present time to promote settlement of dispute 

We would clearly prefer firet alternative If negotiations fail. 
under thie alternative they would fail over Mosadeqs refusal to 
agree to a specific offer placed before him which meete hie ‘eco 
nomic bondage point There would be real public relations advan 
tage in having the negotiations fail in that manner rather than in 
present somewhat confused state as to where the parties really 
stand We also feel that if negotiations fail without return offer of 
this type Mosadeq would be able to assert effectively that British 
have refused any type of settlement which did not imply that Iran 
might be called upon to pay indefinitely and in amounts which 
would be beyond her capacity to pay 

We feel that whatever we do should be done quickly as all evi- 
dence indicates Mosadeg wil! not refrain much longer from break. 
ing negotiations by explanations to Majlis and press 

British Ambassador is being given oral presentation of our views 
on commercial aspects this problem British Embassy here being 
furnished texts in Depte! 5148 and contents this message 

Request Embassy London undertake preliminary task obtaining 
British reaction this message ‘ 

DULL Es 





*The Embassy in London reported on Feb 11 that the contents of telegram 5204 
and the texte contained in telegram 514* to London, Feb 3 (8#* 2553/2-353), were 
conveyed to the Foreign Office that day The Foreign Office desired to reserve com 
ment pending study (Telegram 4457, BRK 2559/2-1159) 
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The Ambassador in Iran (Henderson! to the Department of State' 


Tor epoReT = WIACT Tenan, February 14, 1054 5p m 


S184 EKyes only Secretary, Byroade 

1 Prime Minister asked me see him noon today He opened con 
versation by stating that it had become clear Hritieh had no desire 
to come to oil settlement, that he could no longer cope with his 
critics who were demanding prompt action in view of steady finan 
cial, economic deterioration, and that he had therefore decided to 
send message to Majlie on February |7 informing it there was no 
longer any hope oil settlement and requesting ite approval that 
Iran begin sell oi] at once to any buyer at any prices which would 
be paid He realized US concern at sale oil to iron curtain countries 
but nevertheless in view Iran public opinion, he had no choice in 
case breakdown conversations other than to sell to any country 
willing to buy unless US Government or nationals should indicate 
their readiness to purchase Iran oil in considerable quantities 

2 1 told Prime Minister | thought such action would be prema. 
ture I still hoped during course of coming week to receive instruc: 
tions which would permit me to renew attempt to find bridge be- 
tween his position and that of British Prime Minister said he ap- 
preciated efforts which had been made to find solution but he now 
convinced nothing would come of them | admitted he might be 
right, but insisted that so long as there was shadow of possibility of 
settlement, he should not act too hastily He finally agreed post- 
pone taking action until February 21 If by that day he and British 
had not arrived at agreement, he would be compelled to send mes- 
sage as outlined to Majlis 

3. Prime Minister asked what would happen if during coming 
week conversations would terminate in failure I said it seemed to 
me that he in better position that | answer that question. Although 
I did not wish to endeavor to persuade him against selling oi! at 
cut prices to any buyer, | nevertheless thought it my duty as friend 
of Iran to tell him that Iran's financial problem would not be 
solved by sales of this kind. Few responsible firms would be willing 
to come forward promptly to buy Iranian oil even at cut prices in 
absence settlement of compensation problem. Any sales which he 
might make to iron curtain countries or to adventurous business 
firms in free world would be so negligible that Iran would continue 





‘Transmitted in two sections; also sent to London eyes only for Holmes 
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to be faced with difficult budgetary and economic probleme Only 
real immediave anewer to Iran's financial and economic difficulties 
wae settlement of compensation problem to be followed by arrange 
mente for sale of ofl in substantial quantities to buyers with ade- 
quate transport and distribution facilities Only potential buyer at 
present able to distribute Iran oil in substantial quantities was 
AIOC. If Iran sincerely hoped to find solution for ite financial and 
economic difficulties through ite oil industry, it should be prepared 
not only to settle compensation problem but to sell oil in large 
quantities to AIOC or some international company in which AIOC 
would play major role Prime Minister said he prepared to sell oil 
to international company in which AIOC participated provided 
agreement could be reached re terma of sale He saw little chance, 
however, of solution of compensation problem. | told him that it 
seemed to me present issue re compensation was that Iran did not 
wish to agree to terms of reference in adjudication by international 
court which might result in country being called upon to pay more 
compensation than it considered itself able to pay, whereas British, 
in view of opinion of their public and of that of whole business 
world, could not agree to terms of reference, which would confine 
payment of compensation to losses of physical property of AIOC in 
Iran 

Prime Minister agreed but insisted that he had advanced sugges- 
tion for avoiding such issue through conclusion of agreement with 
British for payment by Iran of 25 percent of proceeds from oil ex- 
ports during number of years to be agreed upon. It was his under- 
standing, however, that British did not want to listen to sugges- 
tions of ways of settling oil problem other than through arbitration 
or adjudication. British could not but realize after our various con- 
versations that no agreement could be reached regarding terms of 
reference for ICJ. Their refusal, therefore, to consider other ways 
of solving problem was to him convincing evidence that they did 
not wish settlement. British while pretending that they desired set- 
tlement were using their numerous Iran contacts in endeavor to 
overthrow him through alliances of forces including Bahtiari and 
other tribal elements, fanatical religious groups led by irresponsi- 
ble mullahs, disgruntled reactionary elements in army and bu- 
reaucracy, discarded politicians and Communist front organiza- 
tions. They apparently hoped there would emerge from chaos fol- 
lowing such overthrow some government which would be subservi- 
ent to them. They might possibly succeed in overthrowing his gov- 
ernment but if they did so they would also be eliminating Iran 
from free world. He did not intend remain idle while Iran was 
being destroyed. He would take countermeasure. He was issuing 
order for stern suppression of uprisings among Bahtiari tribes. He 
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hoped that execution of this order would not give rise to impression 
that there was friction between him and Shah. He could not how. 
ever fail to maintain security in Bahtiari territory merely because 
wife of Shah was of Bahtiari origin. 

4. I told Prime Minister | was persuaded that British Govern- 
ment was just as anxious as he was for oil settlement; that it would 
like to reach agreement with him so advantageous both to Iran and 
UK that it would be durable. It seemed to me that therefore we 
should be concentrating on settlement of oil problem. He should 
not be too pessimistic regarding possibility settlement; there was 
widespread belief few weeks ago that settlement between Egypt 
and UK of Sudan question would be impossible;’ nevertheless as a 
result of statesmanship of high order both in UK and in Egypt 
agreement with Sudan had just been reached. Prime Minister ex- 
pressed surprise; said he had not heard of this agreement and 
asked details. | told him my information scanty, but I would out- 
line what I had learned from foreign press reports. He said he 
quite sure Egypt would be loser. Naguib was British stooge and any 
Pakistani who would be appointed as neutral would also be under 
British influence. I told him I not prepared to argue merits of 
agreement with him; nevertheless such information as I had would 
not confirm his belief Naguib was British stooge. | knew from per- 
sonal experience that although Pakistan was member of Common- 
wealth, Pakistan acted independently in foreign affairs and Paki- 
stanis were not any more pro-British than pro-Egyptian. 

5. After some further discussion, Prime Minister said he would 
stand by his earlier statement. If by February 21 his counterpro- 
posals had not been accepted or if he had not received fresh propos- 
als which seemed to promise solution, he would send message of 
character outlined to me to Majlis.* 

HENDERSON 





“For documentation concerning the Anglo-Egyptian agreement of Feb. 12 regard- 
ing the Sudan, see vol. 1x, Part 2, pp. 1743 ff. 

’The Embassy in London reported on F»b. 15 that an Embassy official conveyed 
the contents of telegram 3184 from Tehran to the Foreign Office, with the exception 
of the references to Naguib and Pakistan in paragraph 4. (Telegram 4542; 888.2553/ 
2-1553) 
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No, 298 


MAR YOON TRON Telegram 


The Secretary of State to the Embassy in Iran’ 


SECRET NIACT WASHINGTON, February 18, 1953—9:12 p. m. 


2139. Eyes only Ambassador. British Ambassador today gave us 
UK reaction to our latest proposals on Iran (ref Deptel 1953 to 
Tehran, rptd London 5148, as amended by Deptel 2063 to Tehran, 
rptd London 5360°). 

We informed British that we could accept their suggestions with 
exception of the question of tactics under Para 7. We stated we be- 
lieve this would put you in impossible position as conversations 
based upon 15 January drafts as now modified, but excluding alter- 
native section on method of payment and the concession on the 
matter of interest payments, would be certain to be of extremely 
short duration. This would place you in position of then offering 
Mosadeq a concession which you were obviously holding up your 
sleeve. We stated that in view of time limit we felt only possible 
solution was for you to present drafts which would contain both al- 
ternatives on the question of method of payment. Makins is urgent- 
ly cabling London and he expects have their answer by early morn- 
ing. We will contact you immediately when decision is reached. 

As a minor point in above text, believe you should know that the 
conclusion stated in first sentence of Para 6 is in our opinion true 
only under most unusual circumstances regarding flow of oil, etc. It 
would be more accurate if this sentence indicated that the new sug- 
gested formula ‘might’ constitute a heavier burden, etc. 

Although still not perfect from our point of view, we believe the 
British have attempted to meet our latest suggestions and have 
now come to a point where we can no longer press them on matters 
of real principle. British agreed that in your presentation you could 
explain their formula meant in effect 20 years. British Ambassador 
was informed that, if they would agree to our suggestion on tactics, 
this would constitute in our opinion the final proposals to be placed 
before Mosadeq in this series of negotiations and that we could 
stand on principle thereafter. We did not, of course, rule out recon- 
sideration of minor points that Mosadeq might raise. 








1Repeated to London eyes only for the Ambassador. Drafted and signed by By- 


roade. 
2Neither printed. (888.2553/2-353 and 888.2553/2-1153) 
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Text of British Memorandum is being wired separately to Tehran 
in our immediately following telegram." We assume Embassy 
London will have received copy from Foreign Office. 


DULLES 
‘Telegram 2140 to Tehran, Feb. 18, not printed. (888.2558/2-18538) 
No. 299 
S587 2-1958) Telegram 
The Secretary of State to the Embassy in Iran! 
SECRET NIACT WASHINGTON, February 19, 19538—4:40 p. m. 


2145. Eyes only Ambassador. British have just delivered follow- 
ing message from HMG. 


“Her Majesty's Government agree that both proposals for the 
method of payment might now be put to Dr. Musaddiq. They would 
suggest that Mr. Henderson might speak on the following lines: 

2. Mr. Henderson would remind Dr. Musaddiq that he had re- 
ported all their conversations to Washington and to London. The 
two Governments had the impression that Dr. Musaddiq was seeing 
difficulties where none existed and was quite unreasonably suspi- 
cious of British motives. The proposals put to Dr. Musaddiq on Jan- 
uary 15th were a serious offer which world opinion would recognize 
as just and equitable. Dr. Musaddiq should look at these proposals 
again. In drafting them, our Governments had done all they could 
to meet Dr. Musaddiq’s public relations difficulties, and Mr. Hen- 
derson would hope that Dr. Musaddiq would, on reflection, find the 
proposals acceptable. At this stage, Mr. Henderson would no doubt 
mention the minor changes listed in the final enclosure to this Em- 
bassy's memorandum of January 18th which Her Majesty’s Gov- 
ernment were prepared to introduce in a further effort to meet Dr. 
Musaddiq. 

3. Mr. Henderson could add that finally Her Majesty’s Govern- 
ment were also ready to meet his point in regard to the need for a 
maximum period within which the arbitral award would be paid, 
and that Dr. Musaddiq would see that the formula suggested would 
have that effect. Mr. Henderson would make it clear to Dr. Musad- 
diq that both Governments had said their last word and that Dr. 
Musaddig could not expect any further modifications. 

4. Her Majesty's Government would hope that the State Depart- 
ment will see their way to instructing Mr. Henderson in accord- 
ance with the above suggestions.”’ 








1Repeated to London eyes only for the Ambassador. Drafted and signed by By- 
roade. 
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Minor changes referred to in last sentence of paragraph 2 above 
to which HMG are prepared to agree are as set forth below. They 
are of course already included in drafts sent you but FYI British 
recapitulation was as follows: 


‘Proposals of January 15th. 
Following are the modifications in the proposals of January 15th 
to which HMG have agreed. 


I. Her Majesty’s Government to be a party to the arbitration 
instead of the AIOC; 

II. Omission of reference in preamble of arbitration agree- 
ment to previous history; 

III. Omission of provisions for Court’s procedure in arbitra- 
tion agreement; 

IV. Definition of the Anglo-Iranian Oil Company in DMPA 
Agreement and Arbitral Agreement as ‘United Kingdom regis- 
tered company which formerly operated in Iran, hereinafter to 
be referred to as the Company’. 


Two further changes which mainly concern the United States 
are: 
V. Substitution of another United States Governmental 
Agency for the DMPA. 
VI. Omission of the provision for the payment of interest in 


the MDPA Agreement, provided that the essential characteris- 
tics of that Agreement remain unchanged.” 


Our comments in immediately following cable.” 
DULLES 





2Telegram 2146 to Tehran, Feb. 19, reported that the Department was not certain 
that the British tactics were best in light of the immediate situation. Henderson was 
authorized to proceed with Mosadeq on the basis of such tactics as he considered 
wise, bearing in mind the British views. ($&8.2553/2-1953) 





No. 300 
888.2553/2-2053: Telegram 


The Ambassador in Iran (Henderson) to the Department of State? 


TOP SECRET NIACT TEHRAN, February 20, 1953—4 p. m. 


3304. Eyes only Secretary and Byroade. 
1. I found Prime Minister this morning in what seemed to be ex- 
ceptionally good humor (Embte! 3296, February 20, repeated 





‘Transmitted in two sections; also sent to London eyes only for the Charge. 
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London 1064).? Following exchange amenities I told him that after 
weeks of study and discussion between British and American Gov- 
ernments in light conversations which had taken place between 
him and myself, I had finally come to present him with some pro- 
posals in form two documents, a draft compensation agreement and 
a draft heads of agreement. 

2. I said first document represented British proposals for settle- 
ment compensation problem, proposals which US Government and 
I myself considered to be fair and which if accepted would enable 
Iran to surmount difficult problem of compensation without danger 
of finding itself saddled with unbearable burden of indebtedness. 
Compensation draft have been prepared in two versions, both of 
which I would present in due course. He would find in examining 
them that British had done their utmost, without abandoning prin- 
ciples to which they considered they must adhere, to meet various 
proposals which he had made. They could not go further. 

3. Re heads of agreement he would find also that US original 
draft had been amended in order to conform so far as possible with 
views which had been expressed by him. 

4. I said that before handing him these documents I would like to 
emphasize that US Government would not have sent them to me 
and I would not be giving them to him in my present spirit of hope- 
fulness that they would be accepted unless both US Government 
and I were convinced that their acceptance would be to benefit of 
Iran Government and people. If he would not find it possible to 
match conciliatory attitude displayed by British Government, US 
Government would have no choice other than to decide that no 
useful purpose would be served for it to endeavor to keep present 
conversations alive. | had deep sense responsibility in presenting 
these documents to him and I could understand that he must have 
an even greater sense of responsibility toward not only his own 
people but toward peace-loving people everywhere in making deci- 
sion which now awaited him. 

5. Prime Minister expressed his appreciation of efforts which US 
Government had made. He said regardless outcome our present 
conversations he personally had no doubt that US Government in 
endeavoring promote settlement had interest of Iran at heart. I 
said that I was convinced that Government UK in spite of absence 





2In telegram 3296 Ambassador Henderson reported that he had presented the pro- 
posals to Mosadeq shortly before noon that day, and that Mosadeq had made no 
comment regarding the heads of agreement and confined his remarks virtually to 
the terms of reference. Mosadeq said he did not see how he could accept the terms 
of reference, but that he would discuss them with his advisers. In summary, Mosa- 
deq said he would probably have to reject the proposals primarily because of the 
terms of reference. (888.2553/2-2053) 
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of relations with Government Iran also had at heart Iran interests 
and had no desire to obtain agreement which would be at all op- 
pressive to Iran. Substance of proposals I was about to give him 
would be eloquent testimony of British goodwill. 

6. We “rst considered two alternative drafts of compensation 
agreement. In order simplify explanations I asked him first read 
brief summaries of main points which I had prepared in advance. 
He read them carefully and after asking few questions maintained 
that he understood them. He then read fuli texts of drafts. He said 
that before discussing them he would like to examine heads of 
agreement. This document he also read with care. He said this 
draft so clear he had no question to ask regarding it at this time. 
He would like however to raise certain points re compensation 
agreement. 

7. Prime Minister indicated that he would prefer to discuss what 
we had labeled as alternative compensation agreement. Although 
he did not say so explicitly I obtained impression he was not inter- 
ested in draft similar in character to that of January 15. He said it 
seemed to him that although this draft was somewhat different in 
form from original proposals made to him on January 15, there 
was really very little difference in substance. I explained to him 
along lines suggested in British message of February 19 set forth in 
Deptel 2145, February 19 various changes and concessions which 
had been made. I also pointed out that in alternative draft prob- 
lems arising from payment of interest had been eliminated and 
that payments could be completed within at least twenty years 
without undue strain on Iran economy. It could be no hardship for 
Iran to pay 25 percent of gross receipts from exports of oil plus 
such annual deliveries of crude oil or oil products as might be nec- 
essary. Prime Minister said he noticed British were still asking for 
25 percent of gross proceeds, whereas he had suggested 25 percent 
of net proceeds in accordance with Iran law. 

I replied that US Government agreed with British that it might 
be difficult to determine precisely what net receipts were and that 
it would be much simpler to use gross proceeds as base. In any 
event payment based on gross proceeds would not increase amount 
compensation due; it would merely mean that compensation would 
be paid faster. Prime Minister said that his idea had been that net 
proceeds could be set arbitrarily as 80 percent of gross proceeds so 
that Iran would be paying 20 percent of gross proceeds annually 
rather than 25 percent. Nevertheless, he inclined personally to 
agree—he did not know what his advisers would say—that this 
question was not too important. 

8. Prime Minister said that most serious objection which he had 
to proposals was to terms of reference. He was sure that in their 
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Preaent form they weld be umercegtabebe Be vtieh hued emilee com 
Comion whataaever in them They etill were aebing fer unehween of 
eapremsion lom of the company « enterpriae in item end of word 
ing which made it clear thal i wae thei intention thet coment 
should employ principles of com! natroneligation lew un deter rneming 
amount of compensation due He hed alread: indiceted severe! 
times to me that he could nol accept terme of reference of thee 
character He could not understand why Rritigh were continuing te 
insiat that coal law be used ae basic for determinetion of compres 
tion to company | aaid he himeell had iret euggeeted thet Comm per 
sation should be determined on base of sore Rritich lew accepts 
ble to company and that language weed in present deel had teow 
decided upon in order that hie euggeetions might be made apyplice 
ble to case at iseve Prime Minister eaid he though! 4 would be 
much better to give court more leeway in deciding how 4 showhd 
determine amount of compensation due | anid he hirneel! aniform 
ly had insisted that court should not be given full dieeretion Me 
had been arguing that court should give componestion flor mo heme: 
other than for those incurred by company a reeull comfiacetion Me 
physical property in Iran It wae to be regretted thet formule com 
tained in draft wae not satisfactory to hith but | represented beet 
efforts of Britieh to meet hie desires and 18 Giovornment come 
ered that it wae fair and that ite acceptance would not be here fel 
to Iran in framework of whole draft Prime Minister ropested thet 
he did not believe that proposale which | hawe given hiee comld be 
accepted particularly in view of wording of terme of reference mes 
ertheless he did not wieh to give me definite anewer enti! he comld 
have talk with hie advisers 

9 I told Prime Minister | had no reason to beliewe hic advicere 
were not patriotic Iranians interested in welfare of country Newer 
theless, | ventured exprese hope that im talking with them he 
should remember that they were only three ot four men prommenmed 
of usual human frailties and that behind them were some 1” aul 
lion other Iranians whose future happiness and promperity cowld be 
seriously affected by decisson which he would make | hoped thet 
he would find it possible to let hie advisers know thet they also had 
grave responsibilities and that if they should begin to etmancwlete 
drafts which | had given him he would tell them thal the action 
might result in grave harm to Iran Prime Minister accepted ay 
remarks with apparent good grace cxpressed appreciation agai of 
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Aehiel hed comtinwonsels oninigwed againet horn According to Ale 
he vigorenwel: defended Bhah He mamntamned that Shah had been cf 
appnion thet Momedeg shonskd roman in office at lemet wits! abut een 
oo) problem head boon found and hed comeetent!s diaouraged at 
tempts te have hum replaced thet Bhah etsl! believed that Mosadexy 
showld continwe ae Prime Minter cince Momadey wae betion qual) 
fed then anvone clee to effect aslution Ale insisted that Shah in 
hee dewire to compereate with Prime Minster had aent hie mother 
and Princem Achral owt of country and wae mot permitting them to 
teturn deapite fact he did not beliewe thes were guilty of charger 
made againet thom by Mosadey Shah had recwted demande Mune 
deg thet latter be made Miniter Defenae becauae he thought that 
he wae better acquainted with arms: probleme and perenne! than 
Momadeg nevertheless in onder that Mosadeqg would be willing 
again to become Prime Miniter Shah had capitulated even in thie 
roopert Ae roowlt Moamdeq > ineaperionce in dealing with military 
matters Army wae now in bad condition with low morale Although 
Shah belieowed that hice judgment in thie regard had been correct he 
nevertheless continued to cupport Mosadeg when complaints were 
trade againet hirm by those worried re deterioration armed forces 

Mosadeg alec had repeated to Ale hie charges that Shah wae re 
aponsible for recent uprising ied by Abo! Qasem among Bakhtiar 
trie Ale had denied thease charges He told Mosadeg that Hakh 
thar) chieftaine friendl,) with Shah and lowal to Government had 
warned Mosadeg not permit Abo! to return to South Iran Mosadeg 
had not heeded theese warnings Ale said that he could not but 
think thet perhape Mosadeg had decided to resign because of in 
ability solve of! problem and because of international political diffi 
cultie: and that Mosadeg instead of admitting hie own failures wae 
trying place blame on Shah If euch wae case he hoped Mosadeg 
would reconsider ft w ald be unfortunate if after fifty veare of 
public service Monadeg would retire in manner which would be not 
only unchivalrous but harmful to interests of country Mosadeq vig 
orouely denied failure re oi] settlement He said he had just re 
ceived new proposale which would place him in better position to 
continue negotiations and that he had no doubt that if he had been 
given full support by Shah he could eventually have worked out 
settlement in manner completely advantageous to Iran There was 
no use however for him in present circumstances to try to accom 
plish anything 

3 Ale aaid Shah had asked him discuss thie matter confidentially 
with me Shah and he still hoped that Mosadeq could be placated 
without Shah making concessions which would completely under 
mine royal prestige At Shah request Ala had told Mosadeq that 
Shah prepared to leave country and to stay abroad unti) Mosadeq 
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requested hie return Mosadeq had said that Shah should not leave 
country Mosadeq during conversation of February 21, had criti 
ceived Shah for hie program of dividing Crown lands among tenants 
He had said that Shah should turn lands over to Government and 
allow Government to determine their disposition Mosadeq had also 
referred again to revenues at present at disposal of Shah from 
Meshe-Rine |Meshed Shrine) and other sources, maintaining that 
Shah should have control only of revenues appropriated by Govern. 
ment for support of Crown Although Mosadeq made no apecific de- 
mands on Shah it wae clear that he wished to reduce latter to state 
of servile dependence upon Prime Minister and Cabinet and at 
same time publicly to humiliate him Ala said that Shah had no 
intention of allowing himself to be placed in such impossible posi- 
tion Shah was considering making every proper effort persuade 
Mosadeq not to resign and particularly not to issue statement 
blaming Shah for resignation. If Mosadeq should carry out this 
threat Shah intended to issue statement immediately in reply to 
Mosadeq's charges. This statement would be along following lines: 


"l have mg cooperated with and supported Mosadeq since he 
became Prime Minister nearly two years ago. It has been and still 
is my conviction that he is in better position than any other person 
to restore Iran oi] industry on basis which would give lawful con- 
trol over that industry ond woul permit revenues from that indus- 


try to be used for economic development of country. | — that 


Dr. Mosadeq has been misinformed re attitude of mood and of 
Court which | know has shared my views. I hope that Dr. Mosad 
in view of historical task which he has not as yet completed and o 
my assurances of cooperation and support will reconsider his deci- 
sion” 


4. Ala said problem is what should be done in case Mosadeq in- 
sisted on going into retirement. Who should be successor and how 
should succession be arranged? On evening February 21 Ala had 
talked Kashani as President of Majlis on situation. Kashani had 
seemed pleased. He had said he not surprised at anything which 
Mosadeq might do and that if Mosadeq should attack Shah in 
Majlis it would give overwhelming support to Shah. Kashani how- 
ever had not made any comment as to whether resignation would 
be accepted by Majlis and if so what successor might be named. 
Ala had not thought it wise to question Kashani in this regard. 
Shah had in mind just now two possibilities: General Zahedi and 
Saleh present Ambassador US. There might be others. One difficul- 
ty was Shah did not fully trust Zahedi. Another was there might be 
delicate interim before Saleh could return fr.m Washington to 
assume duties. Ala was wondering whether or not Kazemi Vice 
Prime Minister might not act as Prime Minister until Saleh’s 
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return. Problem here was that if Mosadeq resigned whole Cabinet 
automatically went with him. Kazemi therefore must be named by 
Majlis as acting Prime Minister pending Saleh's return. It not pos- 
sible be sure in advance what Majlis would do.* 


HENDERSON 


“On Feb. 22 Ambassador Henderson informed the Department that he was uncer 
tain of the reason Mosadeq chose that particular moment to resurrect his old policy, 
which had been dormant over the past several months, of trying to undermine the 
Shah's prestige and to strip him of all rights and perquisites. Henderson speculated 
that, perhaps, Mosadeq had again become suspicious of the Shah since the latter 
had taken a firm stand regarding the royal rights in the matter of the Meshed 
Shrine. Once Mosadeq's suspicions were aroused, it was difficult to placate him 
Henderson suggested that this might be the prelude to the elimination of the Shah 
if not the Court as an institution. Or, it might be merely another monifestation of 
Mosadeq's mental instability. Whatever the reason, Henderson emphasized that he 
was uncertain of it. (Telegram $336; 788.00/2-2253) 


No. 302 
SAK 2555 /2-2858 Telegram 


The Ambassador in Iran (Henderson) to the Department of State! 


TOP SECRET NIACT TEHRAN, February 23, 1953—8 p. m. 


3355. Noforn. Eyes only Secretary and Byroade. 

1. During my conversation with Mosadeq this evening he stated 
that (Embtel 3354, repeated London 1089, February 23)? British 
were intriguing in numerous ways to bring about overthrow of his 
government and at same time were pretending to United States 
Government that they desired settlement oil problem. British did 
not really want to come to agreement with him re oil. This was 
clear from terms of their last proposal to him. If they really 
wanted agreement they would not have incorporated in compensa- 
tion agreement draft terms reference provision for determination 
of compensation in accordance with principles of British coal na- 
tional law after he had made it clear that he could not accept 
terms reference so worded. I told him I had reason believe that 
British proposals were in good faith and that they regarded them 
with utmost seriousness. I had already pointed out in our last con- 





1Also sent to London eyes only for the Ambassador. 

2In telegram 3354 Ambassador Henderson reported on a conversation with Mosa- 
deq, during which Mosadeq said he had no intention of resigning. Mosadeq did not 
wish to discuss his dispute with the Shah and said that he was unable to give proper 
consideration to the oil proposals. (788.00/2-2353) 
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versation that he had been first to suggest basing of compensation 
on provisions of some British national law. Prime Minister extract- 
ed alternate compensation agreement from his papers. He asked if 
in my opinion British would accept terms reference reading as fol- 
lows: ‘To determine the sum required to provide compensation to 
the company as result of the Iranian oil nationalization laws of 
March and May 1951”. 

I said my instructions were to effect that no substantive change 
could be accepted in text as proposed. He stated that nevertheless 
he would like to have my personal opinion as to whether British 
would accept compensation agreement of type proposed by them 
with this one change. I repeated I unable to answer that question; 
my instructions were that there could be no substantive changes. 
He said that he did not know as yet what his advisers might rec- 
ommend but it might be useful for him have answer to this ques- 
tion. I asked if 1 was to understand that two documents which I 
handed him would be agreeable to him if terms reference would be 
altered along lines of his inquiry. He said he could make no com- 
mitments but he would like have answer to question which he had 
just proposed. He did not want to suggest to his advisers that Iran 
accept these two documents subject to change this kind because 
British after turning down such counterproposal could say that he 
had practically agreed to their proposals and would use this argu- 
ment to prevail on successor government to accept their wording of 
terms reference. I told him that it was difficult for me on purely 
hypothetical basis to obtain answer to question this kind particu- 
larly in view of my instructions. 

2. I leave to Department’s discretion whether query which Mosa- 
deq has put to me should be passed on to British. It seems to me 
rather doubtful that acceptance or rejection of proposal should 
hinge on answer; nevertheless, if it should so transpire that Mosa- 
deq should tell me later that he would accept proposals in case I 
could assure him that British would be agreeable to such change it 
might be helpful to me to know what to say. Mosadeq does not 
know I informing Department re his inquiry which he stressed was 
of personal nature. 

3. I obtained impression from my talk that in spite of Mosadeq’s 
inquiry there is really little likelihood that answer to our proposals 
will furnish basis for continuance conversations. 

HENDERSON 
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No. 303 
788.00/2-2353: Telegram 


The Ambassador in Iran (Henderson. to the Department of State! 


TOP SECRET  NIACT TEHRAN, February 23, 1953—9 p. m. 


3356. 1. After events of day particularly after my conversation 
this evening with Prime Minister, I am more convinced than ever 
that his delay in answering oil proposals is connected with pressure 
which he is applying to Shah (Embtel 3336, February 22 repeated 
London 1077).2 It looks to me that he hopes to exploit undue opti- 
mism among public that he is about to succeed in solving oil prob- 
lem on basis advantageous to Iran in order to obtain sufficient sup- 
port to win his conflict with Shah and to crush his political en- 
emies. If within next 2 or 3 days he is successful in stripping Shah 
of such rights and prestige as latter still possesses and in dispers- 
ing his opposition he in my opinion is likely with a reconstructed 
national movement behind him brusquely to reject our proposals 
without fear of internal repercussions. I am wondering in these cir- 
cumstances if way could be found to expedite his decision re our oil 
proposals. If for instance would it be wise to inform him that we 
would be compelled to withdraw from discussions unless answer 
was given by certain hour on certain date? I hesitate to make sug- 
gestions of this kind, however, because (a) it took British at least 
month to give reply to his counterproposals and therefore, it might 
be difficult to explain why he cannot be allowed at least week to 
give his answer, and (b) Shah may capitulate and opposition may 
collapse before time set for our withdrawal from discussions and 
only result of setting time limit would therefore be to increase Mo- 
sadeq’s hostility toward west. 

2. My doubts re Shah’s willingness to back any strong personali- 
ty as successor to Mosadeq have been reinforced by information of 
absolutely reliable nature to effect that late yesterday Shah had 
expressed himself as still opposed to Zahedi and was trying to find 
some means of getting message to Ambassador Saleh inquiring if 
latter would be willing to accept premiership. 

3. Ala plans to see me late this evening. He has just told me on 
phone that he was somewhat more optimistic. I may telegraph 
again if what he tells me will shed any additional light on situa- 
tion. 

HENDERSON 





‘Also sent to London. 
2See footnote 2, Document 301. 
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No. 304 
7&8.00/2-2458: Telegram 


The Ambassador in Iran (Henderson) to the Department of State? 


SECRET  NIACT TEHRAN, February 24, 1953—1 a. m. 


3358. 1. Ala Minister Court came to my house shortly before mid- 
night clearly vastly relieved at what he regards as at least tempo- 
rary composure of differences between Shah and Mosadeg. He said 
7 representatives of Nationalist Movement fraction [faction] in 
Majlis had gone back and forth today between him and later Shah 
and Mosadegq and as result their and his persuasion Mosadeq seems 
to have been mollified. He has promised not to press his grievances 
against Shah at least for time being and to call Shah morning Feb- 
ruary 24. 

2. Ala said that this group deputies told Shah and him this after- 
noon that although Mosadeq had refused to make any demands on 
Shah, nevertheless, they themselves had come to opinion that if 
Shah could persuade Mosadeq that he would no longer follow cer- 
tain practices or engage in certain activities Prime Minister would 
probably taken different attitude towards him. More specifically he 
suggested: 


a. That Shah make it clear once for all that officers armed forces 
must look to Mosadeq not Shah for instructions and preferment. 

b. That Shah desist from seeing persons known to be critical of 
Mosadeq. 

c. That Shah stop distributing crown lands to peasant tenants 
and promise in future to use revenues therefrom for purposes ad- 
vancing welfare of state in place of revenues which have hitherto 
come from governmental budget. 


3. Shah told deputies they could assure Mosadeq unequivocally re 
points (a) and (b). Shah defended his scheme for distribution crown 
lands to tenants insisting that welfare of country demanded large 
number small farmers. Shah indicated, however, his willingness 
discuss this matter with Prime Minister. Delegation of deputies 
seemed satisfied at Shah’s assurances and explanations. They con- 
veyed Shah’s remarks to Prime Minister shortly after I had left 
Prime Minister this evening. Following their conversation with 
Prime Minister Ala called on Prime Minister at their suggestion. 
He found Prime Minister rather expansive mood. At conclusion of 
friendly conversation Prime Minister expressed willingness not to 
press his charges and to talk whole matter over with Shah. 





‘Repeated to London. 
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4. Despite Ala’s apparent satisfaction at outcome dispute I be- 
lieve prestige of Shah has sagged sharply and that Mosadeq will 
continue to humiliate him almost systematically. Ensuing conver- 
sation may not be so agreeable to Shah as Ala seems to anticipate. 
Shah chiefly henceforth to be scapegoat for many of Prime Minis- 
ter’s difficulties. 

5. Ala remarked that some of opponents of Mosadeq including 
Kashani, Baqai and Maki would not be happy at recent develop- 
ments. Early this afternoon Maki had telephoned Ala to ask him to 
endeavor persuade Shah not to seek reconciliation with Mosadeq. 
Maki had insisted that if Mosadeq should attack Shah majority of 
Majlis and country would be outraged and support Shah. I asked 
Ala what likely happen to Zahedi now that reconciliation had 
taken place. Ala said he did not believe any measures would be 
taken against Zahedi? since it was no crime to aspire to Prime 
Ministership. In any event, Zahedi was not completely trustworthy. 

HENDERSON 





?Henderson reported on Feb. 25 that Zahedi was arrested that day. (Telegram 
3388; 788.00/2-2553) 





No. 305 
788.11 /2-2553: Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET  NIACT TEHRAN, February 25, 1953—11 p. m. 


3393. Noforn. 

1. Ala Minister Court came to see me tonight, obviously worried 
and distressed. Said he wanted to talk in utmost secrecy. During 
conversation between Shah and Mosadegq on February 24, latter 
had indicated that it might be good idea after all for Shah leave 
country as soon as possible and to remain abroad until situation 
Iran had become more stable. Shah had jumped at chance get out 
of country; had said he delighted Prime Minister had withdrawn 
objections to his departure. How soon could he go? Prime Minister 
had suggested Saturday February 28. During this talk Prime Min- 
ister had made no further reference to his previous suggestions 
that government take over crown lands, Meshed shrine revenues, 
etc. Prime Minister had insisted he loyal to crown and wanted 
Shah to go for latter's own good. Shah’s departure would prevent 


‘Also sent to London. 
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him from continuing to be innocent victim of intrigues against gov- 
ernment. 

2. Shah told Ala this morning his nerves in such condition he 
could not remain Tehran until February 28; he desired leave 
Tehran by auto morning February 26 for Baghdad, visit Holy Cities 
Qerbala and Najaf, and then go to Europe. Ala in vain tried per- 
suade Shah postpone his departure. Shah insisted Ala immediately 
request travel documents. 

3. Prime Minister told Ala he thought it good idea for Shah leave 
tomorrow. He could arrange travel documents at once. Ala finally 
persuaded Prime Minister it would look better if Shah would not 
go until Saturday. Ala asked re regency in Shah’s absence. Mosa- 
deq said he had not thought of that. He then suggested himself, 
Ghulam Reza (younger half-brother Shah), and Ala. He refused 
consider Ali Reza, Shah’s full brother who usually considered next 
in line of succession. 

4. Shah was perplexed when he learned Mosadeg passing over 
Ali in favor Ghulam for regency. He feared family rift. Decided to 
ask Ali accompany him abroad for sake of appearances. 

5. Ala fears hasty departure Shah will be interpreted as flight 
and will lower Shah's prestige to such extent as to endanger insti- 
tution of monarchy. Shah also thinks it possible Mosadeq may 
follow Naguib’s example. Ala told me he personally in difficult sit- 
uation. He bound to secrecy by both Shah and Mosadegq. He sees 
disaster coming yet cannot appeal to other Iranian representatives 
or leaders for counsel and assistance. He would not remain silent if 
he convinced any useful purpose could be served in persuading 
Shah not to leave. Shah at present in almost hysterical state. Ala 
feared complete nervous breakdown and irrational action if Shah 
compelled to stay in present circumstances. In order preserve ap- 
pearances Ala trying arrange for Spanish Government invite Shah 
for visit. If this arrangement could be effected, it was hoped that 
first announcement would merely be Shah going on pilgrimage to 
Iraq. While Shah was in Iraq, announcement could be then made 
he had accepted invitation to visit Spain. 

6. | agree departure Shah may be first step in direction of aboli- 
tion of monarchy. I asked Ala if there was anything which I could 
do. He said that he feared not. I was not supposed to know of these 
plans and it might do more harm than good for me to take any 
step which might give impression that he had talked to me about 
them. In any event, Ala thought neither Mosadeq nor Shah was to 
be swayed from their decision. Mosadeq so unpredictable it useless 
for me try prophesy what he will do. Although he has assured both 
Ala and Shah of his loyalty to Shah it quite possible that some of 
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his advisers who are opposed to monarchy may persuade him in 
not distant future to demand Shah’s abdication. 
HENDERSON 





No. 306 
788.11/2-2753: Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET NIACT TEHRAN, February 27, 1953—5 p. m. 


3431. 1. Court source extremely close Shah told Embassy Attaché 
yesterday evening that Shah on insistence Mosadeq planning leave 
country very soon... . 

2. I had lunch with Ala today. He had just received phone call 
from Shah who apparently was disturbed at leaks re his departure 
plans. Shah had asked Ala impress on me secrecy. Ala said Shah 
had told him that if his plans should become known prematurely, 
developments might take place which would prevent his departure. 
I asked Ala if Shah seriously intended leave. He replied in affirma- 
tive; arrangements were being made for Shah to broadcast message 
to people at about 4 p. m. February 28 stating reasons for depar- 
ture. Shah would leave by car 5 p. m. accompanied by Queen, two 
servants, several guards. Gharagozlu, master ceremonies, and wife 
would proceed Baghdad by plane March 1 to join Shah's party. 
After visit in Spain Shah and Queen plan go to Switzerland for 
winter sports and medical treatment. I believe despite message al- 
legedly sent me by Shah he really intends leave Saturday evening. 

3. Ala says it extremely important that so far as possible press 
US be influenced to take line that there no great political signifi- 
cance in Shah’s departure. Speculation comparing Shah with 
Farouk would weaken Shah's position. No real parallel. Mosadeq 
has given word of honor he will not undermine Shah in latter's ab- 
sence and Shah believes Mosadeq. They are lunching together 
today.” 

HENDERSON 





‘Also sent to London and Baghdad. 
"In telegram 4844 the Embassy in London reported that it had informed the For 
eign Office of the substance of telegram 3431 from Tehran 
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No. 307 
8B8.2553/2-2353: Telegram 


The Secretary of State to the Embassy in Iran' 


TOP SECRET WASHINGTON, February 27, 1953—6:56 p. m. 
PRIORITY 

2240. Eyes only Ambassador. British Embassy representatives 
today gave Department following comments on Tehran’s 3355 (re- 
peated London 1090):2 “We should like Henderson to be told at 
once that Mosadeq’s formula would be unacceptable and if Mosa- 
deq reverts to his question, Henderson should say that in his per- 
sonal opinion the formula would clearly be unacceptable. If Mosa- 
deq pressed him, Henderson could say that he was not in a position 
to transmit any inquiry on the subject to the US Government from 
whom he had already received the clearest indication of their atti- 
tude and that of Her Majesty’s Government”. 

Based on instructions from Eden, now aboard Queen Elizabeth, 
British added that they never at any time contemplated acceptance 
of any formula which did not contain reference either to acceptable 
UK law or (in one way or another) to legal position of parties prior 
to oil nationalization law. 

British Embassy representatives added they were instructed say 
Mosadeq formula unacceptable even though he might give assur- 
ances proposals otherwise acceptable. 

Should Mosadeq again pose his previous question re terms of ref- 
erence above position suggested by British appears to us to be ap- 
propriate. Should Mosadeq offer counter proposals Department 
leaves to your discretion decision whether you should accept and 
transmit them. (Deptel 2195 repeated London 5669).* 

DULLES 





‘Repeated to London eyes only for the Ambassador. Drafted and signed by Rich- 
ards. 

?Document 302. 

*Telegram 2195, Feb. 25, informed the Embassy in Tehran that the Department 
agreed with the British that no more concessions should be made to Mosadeq re- 
garding an oil settlement. However, Henderson was not to refuse to transmit such 
counterproposals as Mosadeq might offer. In accepting any counterproposals for 
transmission, Henderson was instructed to make it clear to Mosadeq that his refusal 
to accept the present proposals and his submission of substantive counterproposals 
would in all probability be regarded by both London and Washington as a cessation 
of negotiations. (888.2553/2-2153) 
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No. 308 
788.11/2-2853. Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET NIACT TEHRAN, February 28, 1953—5 p. m. 

3449. Early this morning stories regarding imminent departure 
Shah pouring in from many sources. These stories had conflicting 
details. Altho some reflected confusion and bewilderment, there 
seemed be general impression that Shah’s decision depart was in 
some way connected with friction between him and Prime Minis- 
ter. Most common version was that Shah had decided leave because 
Mosadegq was threatening if Shah did not do so he would issue proc- 
lamation to country criticizing Shah and asking people to choose 
between Shah and himself. 

2. Embassy Attaché reported that at dinner yesterday evening 
attended by Bazaar merchants, Qashqai Chieftain Khosro, and 
others, rumors of Shah’s departure in immediate future was chief 
source conversation. Practically all guests present, with exception 
Khosro, who privately expressed gratification that Shah was leav- 
ing, indicated in their opinion Shah’s departure would be detrimen- 
tal to interests country. Similarly at dinner attended by myself last 
evening editor of largest newspaper in country and chief protocol 
Foreign Office told me of rumors expressing their concern at ulti- 
mate effects on country. 

3. I decided this morning that since news was now out I| was 
more free than hitherto to try to effect cancellation or at least 
postponement Shah’s plans leave country. Unable obtain appoint- 
ment with Foreign Minister I was able arrange see Ala, Minister 
Court, at 11:15. Ala had just returned from audience with Shah. He 
told me he had done utmost persuade Shah at last moment not to 
leave. Shah however was determined insisting that if he did not 
depart Mosadeq would issue proclamation attacking him and mem- 
bers his family; it would be difficult for him without necessary fa- 
cilities effectively to answer charges which would be made against 
him. He preferred leave country to becoming involved in one-sided 
squabble. Ala said that while he was with Shah word had been re- 
ceived that at instance Kashani, President Majlis, who claimed to 
have heard news of Shah’s departure only this morning, informal 
closed meeting of some 57 members Majlis was taking place to dis- 
cuss situation. When Shah received this news he had become excit- 
ed and insisted on leaving at once before lunch because he was 





‘Transmitted in four sections; also sent to London, Baghdad, Ankara, and Dhah- 
ran. 
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afraid that if he did not get away so much pressure would be 
brought upon him that he would have difficulty leaving without in- 
cident... . 


5... . At that moment messenger informed Ala that Bureau of 
Majlis had arrived with request that Ala arrange for it deliver 
urgent message to Shah. I returned to Embassy. 

6. On my arrival I learned that members Majlis in secret session 
had decided send message to Shah to effect that his departure from 
country at this time would be inadvisable. I was also told by acting 
Air Attaché that Chief Air Staff had just informed him that Gener- 
al Baharmast Chief of Staff was en route Palace to inform Shah 
that whole General Staff had decided to resign in case Shah should 
leave country. Thus far unable to obtain confirmation firmness of 
resolve General Staff in this respect. 

Baharmast not strong character and he might well wilt in deliv- 
ering General Staff message to Shah. General Zimmerman thinks 
Baharmast rather weak character. 

7. I decided make endeavor see Prime Minister at once and asked 
Saleh Embassy Iranian Adviser seek appointment. Saleh learned 
from Mosadeg Secretary that Prime Minister in Palace with Shah. 
At Saleh’s request Secretary left at once for Palace to tell Mosadeq 
I wished see him urgently. I called on Mosadeg at 1:15. 

8. Mosadeq back in bed apparently suffering from severe head- 
ache. He received me in friendly though guarded manner. I told 
him I coming without awaiting instructions from Washington in 
view of what seem to me urgency of situation. Widespread rumors 
throughout city that Shah was leaving Iran at once because if he 
did not do so Prime Minister would issue proclamation denouncing 
him and family. As friend of Iran and as his personal friend I con- 
sidered it my duty tell him that departure Shah just now would 
tend confirm these rumors. Support of Iran independence was basic 
policy re Iran. In my opinion and I sure my opinion represented 
that of US Government Shah’s hasty departure in these circum- 
stances would weaken security country and I therefore, had come 
to him in hope that he could take some last minute measure to pre- 
vail on Shah not to leave or at least to postpone his departure. Mo- 
sadeq replied Shah preferred to leave country. He did not request 
him do so and was not in position order him not to do so. At this 
very moment groups of persons including representatives British 
agents were in Palace trying persuade Shah not leave. Some of 
these people had entered Palace while he was telling Shah farewell 
and had made unnecessary scenes. Shah was receiving these people 
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freely and could decide for himeell whet to do | aeked Prime Min 
ister why it wae necemeary for him to iaeve proclamation whieh 
clearly would be critical of Shah untese Mhah left Prime Minister 
replied he could not institute necemary reforme of attain aehution 
oil problem so long ae court served ae basis of operations of Rritieh 
agenta who were trying stir up dissension in country Unity wae 
necessary if Iran wae successfully to emerge from present crime | 
told Prime Minister had myself some knowledge of hah © attitude 
and | convinced Shah not engaging in of countenencing perticipe 
tion of court in activities against interest Iran 

Prime Minister maintained that people around Shah were cows 
ing great injury to country Afler some discussion it became clear 
it quite useless endeavor prevail on Prime Minister alter hic att) 
tude. | told Prime Minister regretted having troubled him persone! 
ly at time when | knew he harassed with many worries | had 
hoped discuss matter in preliminary way with Foreign Miniter but 
had been unable to obtain appointment today | had therefore 
called on Ala who clearly wae not in position deny Shah wae leew 
ing almost immediately My call on Prime Minister had been 
prompted by hope that latter would cooperate in preventing devel 
opments which might ultimately if not almost immediately heve 
consequences unfavorable to Iran Prime Minister eaid « would be 
better for me if | did not make call on Ale of anyone elee commert 
ed with court at this critical time Prime Miniter altered hee 
attitude and in more friendly manner repeated that he wae not in 
sisting that Shah leave country If Shah did not do so he had no 
choice other than to issue proclamation to Iran people | said that 
in his political career he had undoubtedly on previews occasions: 
found it possible to prevent differences from developing upto open 
conflict which would be harmful to country Wae he eure thet he 
had no alternative other than to iseve proclametion critics! of 
Shah and court unless Shah should leave country’ Prime Miniter 
said he had given this matter much thought and he considered thet 
he was following proper course 

9. Before departing | gave Prime Miniter note amending alter 
native text of original Compensation Agreement a: suggested in 
London telegram 194, Feb 77. repeated Department 438° We 
agreed that in case of presse inquiries both he and | should merely 
state that during course my visit | had corrected minor omiaeion im 
one of documents which | had handed him on February 20 

10. On my way to Prime Minister's residence | found all neighbor 
ing streets blocked with soldiers On my departure 0 minutes later 
observed still more soldiers Groupe of persone in surly maad ap 


*Not printed (#&* 2553/2-27758 
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that demonstrations are organised So far ae | can ascertain, how: 
ever, there ie hol as yet any definite plan, at least as far as court is 
concerned, for future Unleme Zahedi or some other figure with 
backing of military takes control of situation immediately either 
likely deteriorate or Moaadeq from some new base with 
various elements including Nationalist Movement in 

in country and possibly certain military groupe will 

power If Mosadeq successful as is quite possible, he 


cortain groupe now in street shouting ‘long live Shah and Mo- 

Thie might be indication that Mosadeq backers trying to 

proShah supporters from demonstrating against Prime 

They may succeed thue in changing attitude of streets 

which originally were against Prime Minister Pan lraniste also ap- 

pearing on street Tudehe not likely also fail to enter scene in oppo 
sition to Shah Most of Tehran etill undisturbed 

HENDERSON 


No. 310 


SP We Hien tt 61 118 leew 118 Poles Begertome the Preeent Siteation NO } im imi 


Memorandum Prepared in the Office of National Estimates, Central 


Intelligence Agency. for the President 


Wasninoton, | March 1953. 
Subject The Iranian Situation 


Ever since the assassination of General Razmara in March, 1951, 
and the subsequent impasse and diplomatic break with Britain 
over the oi! negotiations, the Iranian situation has been slowly dis- 
integrating The result has been a steady decrease in the power 
and influence of the Western democracies and the building up of a 
situation where a Communist takeover is becoming more and more 
of a possibility However, even the present crisis is likely to be un- 
satisfactorily compromised without a Communist Tudeh 
victory The events of the past 48 hours have brought a few 
surprises The fanatical Moslem leader, Kashani, who is also Presi- 
dent of the Majlis, has shown more power than expected both in 
influencing the Majlis and in quickly marshaling for mob action 
his fanatical followers The institution of the Crown may have 
more popular backing than was expected 

Today the situation in Tehran remains tense and unresolved. 
Some street demonstrations have occurred today, but the curfew is 
still in effect and general order is apparently being preserved. 
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The principal opposing forces are represented on the one hand by 
Prime Minister Mossadeq and, on the other, by Mullah Kashani, 
with the Shah apparently being used by Kashani. 

The Communist Tudeh Party may be expected to capitalize on, 
and increase, the tension in every possible way. The Tudeh party, 
which has always been anti-Shah, will probably back Mossadeq for 
the time being. 

Significant elements of the Army will probably remain loyal to 
the Shah, but whether or not they can be forged into an effective 
weapon in shaping political developments depends on the Shah’s 
determination to use them. So far this determination has not ap- 
peared. On the other hand, Mossadeq appears to retain control of 
the chain of command. 

As between Mossadeq and Kashani, it appears that Mossadeq has 
still the greater strength although he has obviously lost some pres- 
tige in Parliament and among the people. Kashani’s following, 
however, is better consolidated in the capital through a well orga- 
nized ‘‘street machine,” which Mossadeq does not possess. 

The Prime Minister appeared before Parliament Saturday night 
at 8:30. After an initial friendly reception he was subjected to 
bitter criticism. Mossadeq reportedly asked Parliament for a vote 
of confidence, asserting that if the position of his government had 
not been clarified within 48 hours, he would appeal to the people. 
For the first time he failed to sway the Majlis by his oratory. After 
an initial indication that he intended to seek official “refuge” in 
Parliament, he returned to his heavily guarded home at 2:30 
Sunday morning. 

Despite the weakening of Mossadeq’s position, he still appears to 
be able to recoup. His National Movement faction, some 28 depu- 
ties, has coine up strongly in his favor; demonstrations have been 
staged in his support, and he has replaced Chief of Staff Baharmast 
(on the grounds that Baharmast failed to maintain public security) 
with General Riyani. 

If Mossadeq maintains control he will increase his efforts to 
remove or neutralize all opposition. His latent hostility toward the 
Shah is likely to increase. . . . 

Mullah Kashani has been a key figure in promoting the pro- 
Shah street demonstrations. He has also led Parliament’s attack on 
Mossadegq. If Mossadeq were to disappear, Kashani would be a seri- 
ous contender for his position. Although personally not acceptable 
to the Shah, the latter would be inclined to appoint him prime 
minister if recommended by Parliament. 

Kashani, . . . would bring a large degree of opportunism to the 
government. He has consistently followed a policy of extreme na- 
tionalism antagonistic to the US. If he succeeded Mossadeq, he 
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would have a much narrower basis of support than Mossadeq en- 
joyed before the current crisis and would, therefore, be likely to 
resort to ruthlessness to destroy opposition. In his struggle to do so 
Tudeh influence and opportunities for gaining control would in- 
crease rapidly. 

Retired General Zahedi, currently imprisoned by Mossadegq, also 
wishes to become Prime Minister, and his adherents are active in 
the Majlis. It is unlikely that he will succeed. 

The present situation offers the Shah an opportunity which he 
has not as yet seized. His past record does not suggest that he will! 
act. 





No. 311 
788.00/3-253: Telegram 


The Secretary of State to the Embassy in Iran' 


TOP SECRET  NIACT WASHINGTON, March 2, 1953—7:38 p. m. 
2266. While situation obviously still confused, your latest reports 
seem to us to bring out or confirm following points: 


1. Immediate Tudeh objective is to eliminate Shah and for this 
gu it is making common cause with Mosadeq. Presumably if 
oh we 


re eliminated Tudeh would then turn once again and work 
to eliminate Mosadegq, following which its chances of coming to 
power would be greatly increased. 

2. Mosadegq is determined either to eliminate Shah or to reduce 
him to utter figurehead. Although he may not openly seek or wel- 
come Tudeh support, he cannot disassociate himself from it and if 
he wins present struggle is likely to find himself unable vigorously 
to defend himself against Tudeh. This will be yy new d true if dis- 
orders take increasingly anti-western tone and Mosadeq victory is 
based on anti-western appeal to masses. 

3. On other side, there appears to be substantial and relatively 
courageous opposition group both within and outside Majlis. We 
gather Army Chiefs and many civilians still loyal to Shah and 
would act if he gave them positive leadership or even if he merely 
acquiesced in move to install new government. 

4. Shah, however, seems to be maintaining policy of complete in- 
action, with result that Mosadeq opponents, both civilian and mili- 
tary, are afraid to act positively. 


On basis foregoing it seems likely Mosadeq will retain power and 
that this will mean early disappearance of Shah from Iranian polit- 
ical scene, rapid deterioration in relations between Iran and West 





‘Drafted and signed by Jernegan; cleared in draft with the Secretary of State, 
Under Secretary of State, Deputy Under Secretary of State, and Nitze. 
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and greatly increased possibilities of communist takeover. Would 
appreciate your comments on this analysis. 

It is of course quite possible that we can do nothing in this situa- 
tion and we shall be guided by your judgment in this regard.” . . . 


DULLES 





2?Henderson responded in telegram 3543 from Tehran, Mar. 4, that there was no 
evidence yet that Mosadeq had made arrangements with the Tudeh, but he was ca- 
pable of doing so in order to retain power. Henderson added that no reconciliation 
between Mosadeq and the Shah appeared possible except on terms of the latter's 
capitulation. (888.00/3-453) 





No. 312 
Eisenhower Library. Eisenhower papers, Whitman file 


Memorandum of Discussion at the 135th Meeting of the National 
Security Council, Washington, March 4, 1953? 


TOP SECRET EYES ONLY 


Present at the 135th meeting of the Council were the President 
of the United States, presiding, the Vice President of the United 
States, the Secretary of State, the Secretary of Defense, and the Di- 
rector for Mutual Security. Also present were the Secretary of the 
Treasury, the Director, Bureau of the Budget, General Vandenberg 
for the Chairman, Joint Chiefs of Staff, the Director of Central In- 
telligence, the Administrative Assistant to the President for Na- 
tional Security Matters, the Special Assistant to the President for 
Cold War Operations, the Military Liaison Officer, the Executive 
Secretary, NSC, and the Deputy Executive Secretary, NSC. 

There follows a general account of the main positions taken and 
the chief points made at this meeting. 

[Here follows discussion of item 1 concerning the question of Sta- 
lin’s illness and the United States Government’s program for ex- 
ploiting psychologically Stalin’s passing. | 
2. Developments in Iran Affecting U.S. Security (NSC 136/1)? 


When the Council turned to this item on the agenda Mr. Cutler 
sketched briefly current United States policy on Iran as set forth in 
NSC 136/1. He further informed the Council that the Senior NSC 
Staff had discussed this policy and the situation in Iran at its meet- 





‘Drafted by Gleason, on Mar. 5. 
2Document 240 
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ing on the previous Monday.* At that time the Staff had requested 
that the Director of Central Intelligence and the Secretaries of 
State and Defense be prepared to answer certain questions and to 
set forth the situation when the Council met on Wednesday. 

Mr. Dulles then proceeded to brief the Council on the develop- 
ments of the past two or three days in Iran. Mr. Dulles said that 
there was little doubt that the Shah had once more missed an op- 
portunity to take control of the situation, and that the present 
prospects were that Mossadegh would remain in control for the im- 
mediate future though with diminished power and prestige. It 
could be predicted that he would set about destroying what re- 
mained of the Shah’s position and would attempt also to “get” Ka- 
shani. It was also explained that, for reasons of its own, the Tudeh 
Party was at the moment supporting Mossadegh. Nevertheless, the 
true Communist position, said Mr. Dulles, could be deduced from a 
broadcast of the secret Communist radio in northern Iran. Its 
report on recent events was violently anti-Shah, but, unlike the po- 
sition taken by the Tudeh Party officially, this radio also attacked 
Mossadegh as a vile servant of the Shah and warned him that if he 
were to survive he must join with the people of Iran and act with 
and for them against the Shah. 

The probable consequences of the events of the last few days, 
concluded Mr. Dulles, would be a dictatorship in Iran under Mossa- 
degh. As long as the latter lives there was but little danger, but if 
he were to be assassinated or otherwise to disappear from power, a 
political vacuum would occur in Iran and the Communists might 
easily take over. The consequences of such a take-over were then 
outlined in all their seriousness by Mr. Dulles. Not only would the 
free world be deprived of the enormous assets represented by Irani- 
an oil production and reserves, but the Russians would secure 
these assets and thus henceforth be free of any anxiety about their 
petroleum situation. Worse still, Mr. Dullvs pointed out, if Iran suc- 
cumbed to the Communists there was little doubt that in short 
order the other areas of the Middle East, with some 60% of the 
world’s oil reserves, would fall into Communist control. 

The President then asked the members of the Council what they 
could suggest as to what the United States might do now to avert 
the crisis. Was there any feasible course of action to save the situa- 
tion in Iran? 

In reply, Secretary Dulles said that for a long time now he had 
been unable to perceive any serious obstacle to the loss of Iran to 
the free world if the Soviets were really determined to take it. We 





*The Record of Meeting of the Senior NSC Staff on Mar. 2 is not printed. (S/P- 
NSC files, lot 62 D 1, “1953—Record of Planning Board Meetings NSC files’) 








694 FOREIGN RELATIONS, 1952-1954, VOLUME X 


do not have sufficient troops to put into the area in order to pre- 
vent a Communist takeover, and the Soviets had played their 
game in Iran very cleverly and with a good sense of timing. Never- 
theless, continued Secretary Dulles, he believed it was possible to 
gain time if we followed certain courses of action. The real prob- 
lem, it seemed to him, was what to do with the time thus gained, 
in view of the apparent hopelessness of Iran’s ultimate fate. Per- 
haps, he suggested, the Joint Chiefs of Staff might provide some 
answer as to what we could do with the time we could save. 

In commencing his outline of these courses of action, Secretary 
Dulles noted that all three courses were hazardous and all! of them 
subject to change in case Mossadegh was assassinated. The first 
course of action suggested by Secretary Dulles was to recall Ambas- 
sador Henderson before he was dismissed by Mossadegh. . . . the 
Ambassador’s influence with Mossadegh was probably now hope- 
lessly impaired, and it might therefore be best to recall him before 
he was kicked out. 

The second course of action proposed by the Secretary of State 
was for the United States to disassociate itself, regarding Iran, 
from the British in an effort to regain popularity on the merits of a 
policy of our own. This subject, he added, he desired to discuss with 
the President and Foreign Secretary Eden.* But, he said, it was 
known that our unpopularity in Iran is largely a derivation of Brit- 
ish unpopularity and our previous association in the minds of Ira- 
nians with unpopular British policies. The trouble with such a 
course of action as this was whether we should not lose more by 
going it alone, in the face of British opposition in many other areas 
of the world, than we should gain in Iran itself. 

At this point the President interrupted Secretary Dulles’ outline 
to state his firm belief that in such countries as Syria and Iraq, 
America was hated even more than Britain, because of the policy 
which we had been pursuing toward Israel. Had anyone ever 
thought, continued the President, of saying to these other Middle 
Eastern states that they ought to make a coalition with us as a 
means of withstanding an assault by the Russians on them across 
the mountain ranges which separated them from the Soviets? 

Secretary Dulles then asked if, before answering the President's 
question, he could go on to make his third and last point on courses 
of action to gain time in Iran. 





*British Foreign Secretary Eden and Chancellor of the Exchequer R. A. Butler 
were scheduled to arrive in Washington on Mar. 4 for a series of political and eco 
nomic talks with their American counterparts that continued through Mar. 7. For a 
summary of the discussions that pertained to Iran, see Document 314 
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The third course, he said, was to go ahead and purchase oil from 
the National Iranian Oil Company, supply that company with the 
technicians it needed, and furthermore to give material support to 
courses of action which seemed open to us to gain time in the 
emergency. We were not obliged to take all three of the courses he 
outlined, but one or more of them seemed to him the best way to 
gain time. Unless, however, the Defense people really believed that 
it was desirable to gain time and had specific reasons for this view, 
Secretary Dulles again expressed doubts as to the genuine desir- 
ability of pursuing any of these courses of action except, perhaps, 
to recall Ambassador Henderson. The reason for his doubt, he said, 
was that the losses we might anticipate in other parts of the world 
were likely to overweigh any gain in Iran. 

The President said he understood why Secretary Dulles hesitated 
about these courses of action, but thought it possible that the Brit- 
ish themselves might be persuaded by the course of events lately to 
agree to an independent policy vis-a-vis Iran by the United States. 

Mr. Stassen inquired if we had not just been given an important 
reason to gain time in Iran. In view of Stalin's illness and probable 
death, was it not absolutely requisite that the United States 
assume a firm and steady stand everywhere throughout the world? 
Soviet policy was bound to be somewhat confused and hesitant in 
the immediate future, and it was incumbent upon the United 
States to take advantage of this fact. 

Secretary Dulles replied that he believed that Mossadegh might 
well last another year or two, and that he had not meant to sug- 
gest that the United States should formally disengage itself from 
concern with Iran. 

Secretary Wilson inquired whether we were not in fact in part- 
nership with the British in Iran, and whether the British were not 
the senior partner 

Secretary Dulles answered that this had been the case until 
fairly lately, but that the British had now been thrown out. 

The President added that we do have to respect the enormous in- 
vestment which the British had in Iran, and that we must more- 
over recognize that their latest proposals, unlike earlier ones to the 
Iranians, had been wholly reasonable. It was certainly possible, he 
added, for the United States to do what it thought necessary to do 
in Iran, but we certainly don't want a break with the British. 

With this statement Secretary Wilson expressed strong agree- 
ment. 

In commenting on the President's statement, Secretary Dulles 
pointed out his fear that it was now too late to hope that any rea- 
sonable concession by the British to the Iranians could result in a 
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settlement. The only thing which would produce a settlement 
would be a complete British capitulation. 

Secretary Humphrey inquired whether he was to understand 
that Secretary Dulles was already convinced that Russia would ul- 
timately secure Iran in any event, or, in other words, that we are 
going to lose that country. 

Secretary Dulles replied in the affirmative, and Mr. Cutler point- 
ed out that this, of course, meant that with the loss of Iran we 
would lose the neighboring countries of the Middle East and that 
the loss would be terribly serious. 

The President commented that we could not move forces of our 
own into Iran, but this did not imply to him the necessity of sacri- 
ficing the other Middle Eastern states, because it was possible to 
get United States troops into some of these countries. The difficulty 
in trying to do this in Iran was the probability that an attempt on 
our part to do so would result in Soviet invocation of its treaty of 
friendship and non-aggression with Iran.* We would then find our- 
selves at war with Russia. 

Mr. Cutler again pleaded the wisdom of American policy in Iran 

of the British, and suggested that it might even be 
wise for the United States to buy out the British oil company. 

The President replied that he had long believed that this should 
be done, but he could see no way of convincing Congress that it was 
the part of wisdom for the United States Government or any Amer- 
ican oil company to buy the bankrupt Anglo-lranian. 

Mr. Stassen noted that it might well be possible for the United 
States to get its money back once Iranian oi] began to flow again. 

But the President observed that at the moment at least there 
was no market for Iranian oil, and that to obtain one would re 
quire cutbacks in production in other oil-producing areas. 

Reverting to the President's worries about the attitude of Con- 
gress, Mr. Cutler ir.quired how Congress would like it if the United 
States stood idly by and let Iran fall into the hands of the Soviet 
Union. 

It was generally agreed that Congress would take a poor view of 
this eventuality. 

At this point, Mr. Jackson said he believed that another possibili- 
ty existed for saving the situation in Iran. He thought that if the 





*The Soviet Union and Iran had concluded this treaty on Feb. 26, 1921. The provi- 
sion to which the President was referring was Article V1. It states that if a third 
party attempted : intervention in Iran or tried to use Iranian territory as « 
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United States could manage to secure a peace between Egypt and 
Israel, and that if the Roman Catholic Church, as seemed likely, 
would agree to the internationalization of the Holy Places in Jeru- 
salem, and finally, if the British could be persuaded to go along, 
the Arab powers would fall in line and the United States would be 
able to create a position of reasonable strength in the whole Middle 
East area, including Iran. 

The President said that Mr. Jackson was absolutely right, but, 
unhappily, what he proposed would take a long time, and we are in 
the midst of a crisis. “I'd pay a lot”, said the President, “for this 
peace between Egypt and Israel.” 

Secretary Dulles added that this case was on the agenda for his 
forthcoming talks with Anthony Eden. 

The President then reverted to Secretary Dulles’ third course of 
action, which involved giving material and financial support to 
Mossadegh. 

That, said Secretary Dulles, would certainly give us time, but he 
would like to hear now from the Joint Chiefs of Staff as to the 
value of gaining time. 

General Vandenberg responded by a statement that the only real 
reason for gaining time was to get the Middle East Defense Organi- 
zation started.* If the MEDO begins to function it might very well 
provide the stability that we so desperately needed in the Middle 
East. General Vandenberg, however, confirmed the President's 
opinion that it would take a very long time to get US or UN troops 
in position in Iran... . 

General Vandenberg warned, however, that there was now more 
serious question as to the loyalty of the Iranian armed forces to the 
Shah. The latter had had several opportunities to assure himself of 
the loyalty of his armed forces, but, as in other cases, had lost his 
opportunity. There was now a new Chief of Staff of the Army who 
was one of Mossadegh’'s own choice. 

Secretary Humphrey expressed himself as shocked to think that 
we were contemplating the loss of Iran in this fashion, and Mr. 
Cutler again inquired of the Secretary of State whether it would 
not be possible, in the forthcoming conversations with the British, 
to induce them to waive their claims and let the United States pro- 
ceed to negotiate unilaterally with Iran. The British had lost their 
investment in Iran in any case, and a unilateral course of action by 
the United States was about the only thing which had not been 
tried. 





*For documentation regarding the interest of the United States in developing a 
regional security organization in the Middle East, see vol. m, Part |, pp. | ff 
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Secretary Dulles that he ought to try to work out a position with 
the British that would save their face but actually give the United 
States control of the situation and freedom to act along the lines 
suggested by Mr. Cutler. 

Secretary Dulles answered that he had already talked about this 
to Mr. Eden in the course of his recent visit to London.’ He had 
found that the British did not anticipate any real crisis in Iran for 
a long time to come. 

Secretary Humphrey interposed with the statement that the 
British always said that you could perfectly well take your time, 

The President said that the latest illustration of their wrongness 
was in Egypt. 

The Vice President said that there was yet another factor to be 

considered in discussing this problem with Mr. Eden. It was the 
Vice President's opinion that greater rather than less hostility was 
to be expected from the Russians after Stalin's death. It was quite 
likely, therefore, that they would increase their pressure in Iran to 
secure its control as rapidly as possible by a coup d’ état. Such a 
course of action might constitute the miscalculation, which we all 
dreaded which would cause the beginning of World War III. Could 
not the British be made to see this dangerous potentiality? We, not 
the Russians, insisted the Vice President, must make the next 
move. 
Secretary Dulles complained that we are constantly slowed up by 
the British, French, and other of our allies, in actions which we 
feel it is vital to take in many parts of the world. They slow us up, 
we can't move in time to avert the consequences of our tardiness. 
Perhaps something like Supreme War Council is the only solution 
for this situation. At any rate, some mechanism should be found 
which would enable us to act in time at the critical moment. 

The Vice President rejoined that if the next move on the world 
scene could be ours and not Russia's the whole situation in the 
world might change for the better. 

The President said that if a real Soviet move against Iran actual- 
ly comes, we shall have to face at this council table the question of 
going to full mobilization. If we did not move at time and in that 
eventuality, he feared that the United States would descend to the 
status of a second-rate power. “If’, said the President, “I had 
$500,000,000 of money to spend in secret, | would get $100,000,000 
of it to Iran right now.” 





"See footnotes 5 and 7, Document 295 
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The President then inquired of Secretary Dulles how soon it 
would be possible for the President and Secretary Dulles to sit 
down with Mr. Eden. Would it be possible this evening? We must 
find out immediately how the British really feel—whether they are 
ready to concede to us on this situation, or whether they are going 
to be stiff-necked. The question of unilateral action by the United 
States was clearly posed. 

Secretary Humphrey interjected several times his conviction that 
this was the propitious moment to strike a bargain with the Brit- 
ish, who were in need of assistance from us, and Mr. Stassen added 
that we ought also to try to indicate that it is not an objective of 
United States policy to liquidate the British Empire. If the British 
and, for that matter, the French could be induced to believe this, 
they might prove more amenable to leadership by the Secretary of 
State. 

Secretary Wilson said that there seemed to him to be two great 
things in the world to which the United States did not have an 
answer. One was the obvious collapse of colonialism; the other was 
Communism’s new tactics in exploiting nationalism and colonial- 
ism for its own purposes. In the old days, when dictatorships 
changed it was usually a matter of one faction of the right against 
another, and we had only to wait until the situation subsided. Now- 
adays, however, when a dictatorship of the right was replaced by a 
dictatorship of the left, a state would presently slide into Commu- 
nism and was irrevocably lost to us. 

Mr. Stassen had already stated, in reply to the President’s wish 
that he had money, that the Mutual Security Administration had 
available funds. 

The President therefore turned to Mr. Stassen and asked him 
how much he could actually dig up. 

Mr. Stassen repl'ed that he could probably find as much as the 
situation required—five million, ten million, forty million—if S«r- 
retary Dulles decided that he could make headway by the use otf 
such funds. 

Apropos of a statement by the President, that he also wished 
that for a change he could read about mobs in these Middle East- 
ern states rioting and waving American flags, Mr. Jackson said 
that if the President wanted the mobs he was sure he could 
produce them. 

The President said in any case it was a matter of great distress 
to him that we seemed unable to get some of the people in these 
down-trodden countries to like us instead of hating us. 

At this point in the discussion Mr. Cutler interposed to read a 
four-point record of possible action by the Council on this particu- 
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lar item, which included an attempt to explore with the British the 
possibility of unilateral United States action in Iran. 

The President replied that it certainly seemed to him about time 
for the British to allow us to try our hand. 

Mr. Jackson then said he had another point which he felt would 
contribute to an improvement of our position in the Middle East 
and about which he felt it was possible to do something. This was 
American action to remove the festering sore in the Middle East 
represented by the 800,000 Arab displaced persons in Israel. 

Secretary Dulles agreed that this was indeed a festering sore, but 
pointed out that the Arab countries themselves were unwilling to 
absorb these 800,000 unfortunate people, since to do so would de- 
prive them of a bargaining point in their dealings with the Israelis. 
Accordingly, said Secretary Dulles, he did not see what could be 
done about them. 

Mr. Jackson replied that it would certainly be possible to resettle 
200,000 of these refugees, and that all 800,000 could at least be fed. 

The President added that it was not enough to feed them, but 
that he would be awfully glad if we could get some one of the Arab 
countries to take these people if we would pay a subsidy for each 
head. 

After General Vandenberg had informed the Council that there 
was one point relevant to the military aspects of the Iranian prob- 
lem, namely, the existence of a fair-sized British force in Iraq, Mr. 
Stassen inquired whether it was indeed the President’s view that 
some funds should be expended at once in Iran if the Secretary of 
State agreed. 

The President replied that of course this was a gamble, but if 
upon examination it seemed a good gamble, he was prepared to 
take it. 

The National Security Council:* 


a. Discussed the subject in the light of an oral briefing by the Di- 
rector of Central Intelligence. 

b. Agreed that the following possible courses of action should be 
explored in anticipation of further Council action at the next regu- 
lar or special meeting: 


(1) Persuading the British to permit the United States to put 
the Iranian oil industry in operation, without prejudice to an 
ultimate settlement of the Anglo-Iranian controversy. 

(2) The military feasibility of holding a line through the 
Zagros Mountain range. 

(3) Replacement of Ambassador Henderson. 





*Paragraphs a-b constitute NSC Action No. 729. (S/S-NSC (Miscellaneous) files, 
lot 66 D 95, “Record of Actions by the NSC, 1953”’) 
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(4) Provision of limited economic aid to strengthen Mosse 
degh's position 
[Here follows discussion of basic national security policies | 
S Evenert Gieasom 


No, 413 
THE O04 O58 Telegrann 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET PRIORITY Tennan, March 6 1908-4 p m 


3576. 1. Arreste or removal from key positions of officers armed 
forces considered as more loyal to Shah than to Prime Minieter are 
sharpening dissatisfaction in military circles with course evente 
and at same time are rendering it progressively more difficult for 
this dissatisfaction to be expressed through direct action Neverthe 
less possibility and advisability of attempting military coup d éter 
continues be surreptitiously discussed Whether these discussione 
will result in recourse violence or merely in further arrests not 
fully clear. Tendency of most educated Iranians to prefer talk to 
action combined with incapacity organize causes ue to have consid 
erable doubt ability groupe loyal to Shah stage successful coup at 
this time. 

2. According Palace sources Shah has not totally abandoned 
struggle despite statements ascribed to him to effect he supporting 
Mosadeq. These sources insist he has sent secret messages to oppo 
sition in Majlis and to other civilian and military groupe loyal to 
him asking for continued support and indicating that he hae been 
passive thus far merely because of hie belief that he not yet in pow 
tion openly to resist Mosadeq These sources say Shah etil! hae 
hope Mosadeq government will be overthrown by peaceful means 
in not distant future 

3. Difficult for us believe Shah really would have courage or reso 
lution to take part in movement to effect either by force or peace 
fully downfall Mosadeq government He would undoubtedly be 
frightened at thought of military coup being attempted in hie name 
and if given opportunity would probably try discourage it Misoar 
riage of attempted coup would be likely to complete ruin of Shah 
and dynasty, to result in increase of arrests of persons suapect 
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ae situation develope bul streased importance attempting prevent a 
complete collapee and Communist takeover Iran. 

In second mig at White House Secy expressed view situation so 
dangerous and unpredictable might be necessary act promptly and 
US wid have to have considerable measure discretion as to what it 
did. Eden repeated plea that US measures adopted to “maintain a 
state of friendly stability in Iran” should be unrelated any pur- 
chases of oi! or activation of the refinery. Eden reemphasized that 
bitter resentment wid be aroused in UK by presence American 
technicians in Abadan. This matter left unsettled but with US free- 
dom of action reserved * 

DULLES 


‘Ambassador Henderson generally agreed with the Secretary's evaluation of the 
Iranian politioal situation and the Secretary's outline of future American policy as 
he expressed it to Foreign Secretary Eden Henderson believed, however, that the 
Shah had not completely disappeared, that he was still struggling for survival, and 
that he might emerge the present crisis with a certain vestige of influence 
(Telegram . Mar ®, 788.00/3-85a) 


No. 315 


ae PH 2 G49 Telegrarm 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET NIACT Tenran, March 9, 1953—4 p. m. 

3605. Eyes only Secretary and Byroade. 

1. At Prime Minister's request | called on him 11 o'clock this 
morning (see Embte! 3604° stating Prime Minister has subsequent- 
ly telephoned to say our whole conversation should be considered 
as not taking place pending submission matter to Cabinet of Minis- 
ters). He said he hed asked see me primarily in order to discuss 
possibility that British might be willing to state immediately 
amount compensation they intended ask of Court so that he and 
people Iran would be able evaluate extent of risk Iran would be in- 
curring if it should agree to submission question compensation to 
International Court of Justice. lran would have been willing simul- 
taneously to state amount it was claiming from AIOC. Subsequent 
to his request for me to call he had learned of State Department 


'Tranemitted in two sections; also sent to London eyes only for Ambassador Al- 
drich 
*Not printed (BRR 2553/3-953) 
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communiqué of March 7° containing statement Eden to effect that 
British Government had decided stand on its proposals of February 
20. In view of Eden’s statement and of Department’s comments re 
those proposals it was now clear nothing could be gained by con- 
tinuance conversations. Since Iran could not accept these proposals 
and British stood firmly on them, deadlock had developed and con- 
versations should be regarded as terminated. He desired make pro- 
posals public as soon as convenient but wished publish with them 
certain queries addressed to United States Government which he 
would incorporate in note to me this afternoon together with 
United States’ reply. 

2. Prime Minister outlined his proposed note. After indicating 
that as result of Eden’s statement it had become clear conversa- 
tions had broken down, he desired to obtain answers from United 
States Government to following questions. In absence agreement re 
compensation would United States Government in order assist Iran 
in overcoming its financial difficulties be prepared: (a) to buy Irani- 
an oil over period years in substantial quantities at prices to be 
agreed upon; (b) to encourage private United States firms (1) to 
purchase Iranian oil and (2) otherwise assist Iran in production and 
export of its oil; (c) to extend to Iran immediately loan to be repaid 
subsequently in form of oil. 

3. Prime Minister said that he regretted being compelled ask 
such pointed questions but he and Iranian people must know what 
if any help could be expected from United States before deciding 
course action to be followed. 

4. Prime Minister originally suggested that proposals and ex- 
change of notes be published on March 11 simultaneously in all 
three capitals. I told him it might be difficult to obtain reply to his 
inquiries sufficiently early enable publication on that day. He sug- 
gested therefore that time of publication be arranged after reply 
had been received. 

5. Prime Minister stated that he intended when making public 
proposals and exchange of notes to give his reasons for rejection of 
proposals. He would also state that he had suggested during course 
negotiations that attempt be made to reach settlement through 
agreement between Iran and United Kingdom according to which 
Iran would pay compensations by turning over to AIOC 25 percent 
of proceeds from exports of oil for period of years to be agreed upon 
by two Governments, and that British had never replied to this 





8The Department cabled those portions of the communiqué pertinent to Iran to 
the Embassy in Tehran in telegram 2336. In summary, the communiqué stated that 
the United States considered the British proposals of Feb. 20 to be reasonable and 
fair, and that the United States agreed with the British position as expressed by 
Eden. (611.41/3-753) 
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suggestion. I told Prime Minister that if he considered it necessary 
refer to his suggestion he should also state that I had told him 
when he made it that I not in position discuss any kind solution 
compensation problem other than one providing for submission 
that problem to International Court of Justice or some impartial 
arbitral board. Prime Minister said fact was he had made that sug- 
gestion and had received no reply from British and he would so 
state. He said he still willing to seek for solution compensation on 
this basis. 

6. During our two-hour conversation we touched on various mat- 
ters which I shall not try report since much of what we said was 
rehash of previous conversations re oil already reported. At begin- 
ning our conversation Prime Minister was somewhat formal and 
exhibited certain amount resentment at issuance of communiqué. 
British and Americans should not have issued statement this kind 
without advance notice to him. I pointed out statement made by 
Department of State not by British and Americans; that statement 
merely outlined Eden’s position and views United States Govern- 
ment re proposals February 20. During last two weeks Prime Min- 
ister’s oil advisers had been systematically issuing statements to 
Iran press which seemed to be giving erroneous impression re sub- 
stance proposals of February 20. Views United States Government 
as expressed in communiqué might in long run be helpful if they 
would assist Iranian public in understanding kind of proposals 
which in United States opinion would be fair and reasonable and 
would make it clear that proposals February 20 were of kind which 
United States could approve. Prime Minister said regardless form 
of communiqué it was nevertheless issued for purpose of exercising 
pressure on Government of Iran to accept proposal. United States 
Government should understand that present Government of Iran 
did not bow to pressure. 

7. When Prime Minister informed me that he considered conver- 
sations terminated I expressed regret. I said that in my opinion 
United Kingdom had made important concessions particularly 
during course these conversations. I hoped he recognized this fact. 
Prime Minister replied negative. Proposals no more advantageous 
to Iran than those advanced by Uritish in 1951. Although British 
were not now demanding participation in management Iran oil in- 
dustry or monopoly rights on purchasing and distribution Iran oil, 
they were insisting that Iran give International Court of Justice 
right to put Iran under bondage for at least twenty years. If Irani- 
ans should become slaves bound to turn over their oil products to 
AIOC they would be in no better position than they would be if 
British were back in country controlling Iran’s oil industry and 
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interfering in Irans internal affairs. My efforts to persuade him 
that he was assuming extreme position had no apparent effect. 

8. Prime Minister at one point stated he regretted see new 
United States administration permit British to formulate United 
States policies re Iran. He maintained that British at no time de- 
sired oil settlement be effected with aid United States, that one of 
British objectives this area was “to get Americans out of Iran and 
whole Middle East”; that British were hoping ultimately to come to 
agreement with Soviet Union for division Middle East into spheres 
influence. I endeavored unsuccessfully to convince him that his 
ideas re United States and British policies in this area were mis- 
taken; that United States policy was based on certain principles 
which it could not abandon for sake of expediency; and that British 
were not so stupid as to imagine that Soviet Union’s ambitions re 
Middle East and Iran could be curbed by policies of appeasement 
providing for spheres of influence. 

9. During latter portion our conversation Prime Minister as- 
sumed more friendly attitude and spent considerable time in point- 
ing out why United States could not afford not to help Iran in 
present critical internal situation. 

10. Regardless whether after his talk with Cabinet this afternoon 
Prime Minister decides to put to US questions outlined in para- 
graph 2, these questions are likely to be raised in some form in 
near future and it might be convenient if answers to them could be 
prepared in advance.* 


HENDERSON 





*The Department informed Secretary Dulles of the gist of this telegram in Tedul 
2, Mar. 9, sent to him at the U.S. Mission to the United Nations in New York, and 
told him that the Department was preparing answers to the questions Mosadeq 
asked during this meeting. (888.2553/3-953) 





No. 316 
78% 00/3-1053 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY TeHRan, March 10, 1953—1 p. m. 


3627. 1. Department will have noted we have not as yet present- 
ed our ideas as to why Mosadeq should have chosen this particular 
time to bring to issue his long smouldering differences with Shah. 
Our silence has been due in part our own lack assurance as to 





'Transmitted in two sections; also sent to London and pouched to Ankara, Bagh- 


dad, Cairo, and Dhahran. 
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answer this question should be. Mosadeq so much creature 
emotion, prejudices and suspicions that attempts to ana- 
oom lie sail ions in liek r a idle ais 
might well lead one astray. It is therefore with diffi- 
seek explanations for his present attitude regarding 
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for Shah whom he regards as weakling son of upstart tyran- 
ical imposter. His toleration thus far of Shah prompted by politi- 
cal ism. Little doubt that he has been consistently endeav- 
oring undermine authority and prestige of Shah. We do not believe 
that Mosadeg thus far has intention restoring Kajar dynasty or set- 
ting up another Shah. He would like however completely crush 
present dynasty Tekhat if Shah is not actually dethroned he will 
Shah in name only and no member Shah's family can succeed 
Mosadeq would probably prefer Iran become some kind repub- 
under his dictatorial control altho his ideas regarding future in 
respect may not have been completely formulated. 

Last summer following Qavam episode Mosadeq made tempo- 
peace on his own terms with Shah. Shah was to support him 
he would not interfere with Shah's authority. For some time 
has considered this arrangement advantageous to himself. 
it he had hoped obtain complete control over all Iran armed 
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4. So long as opposition using court as rallying point was com- 
posed primarily of those whom his national movement had elimi- 
nated or was threatening to eliminate from public life and those 
who considered that it was in Iran's interest to throw in its lot 
with West politically or at least morally, he did not consider it ex- 
pedient openly to break with court. When however nationalist 
movement politicians such as Kashani and Maki who were inher- 
ently anti-foreign and who had hitherto supported him also began 
to turn towards court Mosadeq could no longer contain his hatred 
and contempt for court. Opposition polarized around court was be- 
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coming too strong. He began to feel majority members Majlis were 
giving him lip service loyalty in view his tremendous personal pres- 
tige among political conscious Irans, and that at opportune 
moment under banner constitutionality and loyalty to Shah would 
turn against him. One of his most effective weapons in combatting 
opposition had been widespread belief that he would be able with 
united Iran behind him to solve oil problem on basis completely fa- 
vorable to Iran. It was also becoming clear to him that either ac- 
ceptance or rejection British proposals for compensation might 
bring about his downfall in present political situation. Hard-kernel 
national movement closest to him was opposed to acceptance Brit- 
ish proposals. He must go along with them. It would be safer how- 
ever to demolish court, thus paralyzing what he considered center 
of opposition, before announcing breakdown oil negotiations. 

5. Mosadeq’s resentment against court was deepened by recent 
blood relationship to Queen were working with Shah and also re- 
ceiving encouragement and aid from British across border in Iraq. 

6. Temperament Mosadeq can not be ignored in assessing his 
present attitude re court. His career has been based on negative ac- 
tivities and slogans. As Prime Minister he has not been able accom- 
plish anything of constructive character. When frustrated he 
searches for some new opponent to blame and destroy. He has 
thrown out British; emasculated Majlis; eliminated Senate; forced 
all well-known politicians out of public life; deposed all prominent 
civilian and military officials; sent various members Royal Family 
into exile, etc. Now he places blame his failures on court and takes 
measures against Shah. He may later blame rump Majlis and take 
steps get rid of it. If coop of kind desired not forthcoming he may 
give Americans same treatment as that given British. 

7. Plan of action against Shah has not gone as anticipated. 
Behind smoke screen confusing conciliatory announcements opposi- 
tion still defensively stubborn. Even apparently passive Shah ap- 
pears to be holding his ground. Despite his undoubted feelings of 
angry frustration and his control of security forces and communica- 
tions Mosadeq is showing unprecedented hesitation in carrying 
through project on which he had already embarked. 


HENDERSON 
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No. 317 


We 7553 31158 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


Tenran, March 11, 1953—1 p. m. 
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tiations. I plan also to tell him that although I may make certain 
suggestions I cannot take responsibility for attitude which US and 
UK Governments may take towards his report. Proposals were 
drafted with exceeding care by experts of two governments and 
summary of them might in opinion those experts not present true 
picture. Unless Mosadeq’s description of proposals and outline of 
tenor of conversations are approved in advance by US and UK 
Government those Governments may find it necessary in order sat- 
isfy public opinion in US and UK to make public their own sum- 
maries of proposals or to publish complete texts together with their 
own comments re conversations. 

4. If Prime Minister mentions to me again subject US attitude re 
financial aid and purchase by US Government or US firms of Iran 
oil I might tell him that I have no definite instructions. I doubt 
however, that US Government would be prepared in present cir- 
cumstances to extend financial aid to Government of Iran since ex- 
tension such aid, particularly at time when Iran is rejecting what 
seems to be fair and reasonable settlement of compensation prob- 
lem, would probably give rise to considerable criticism on ground 
that if Iran would agree to proposals made to it, Iran would be in 
position realize considerable revenues from its oil industry. Simi- 
larly, US public would probably be extremely critical if US Govern- 
ment should undertake to purchase Iran oil produced from proper- 
ty and with facilities developed by AIOC and seized without ar- 
rangements being made for compensation by Government Iran. 
With regard to purchase by US firms of Iran oil 1 might state that 
US Government had already issued announcement setting forth its 
attitude and I doubted that there would be any change. | might add 
that I had already made appropriate inquiries US Government and 
would be glad to let him know informally if answer to my inquiry 
should contain any additional information.’ 

5. Would be grateful for early instructions. 

HENDERSON 





"The Embassy in London reported on Mar. 1! that it had furnished the Foreign 
Office paragraphs 1-3 of telegram 3644 from Tehran. (Telegram 5042, 888.2553/3- 
1153) 

Byroade provided Secretary Dulles with an advance copy of telegram 3644 on 
Mar. 11, as soon as NEA had received it, because Byroade thought its contents 
would be of immediate use to the Secretary in the Nationa! Security Council meet- 
ing scheduled for later that day (88% 2553/3-1153) 





IRAN, 1952-1954 711 
No. 318 


Eaeenhower Library Eenhower pagers Whitman file 


Memorandum of Discussion at the 136th Meeting of the National 
Security Council, Washington, March 11, 1953" 


TOP SECRET EYES ONLY 


Present at the 136th meeting of the Council were the President 
of the United States, presiding; the Vice President of the United 
States; the Secretary of State; the Secretary of Defense; and the Di- 
rector for Mutual Security. Also present were the Secretary of the 
Treasury; the Director, Bureau of the Budget; the Chairman, 
Atomic Energy Commission (for Item | only); General Collins for 
the Chairman, Joint Chiefs of Staff; the Director of Central Intelli- 


tary, NSC; and the Deputy Executive Secretary, NSC. 

There follows a general account of the main positions taken and 
the chief points made at this meeting. 

[Here follows discussion of items | and 2 concerning policy ques- 
tions surrounding the development of practical nuclear power and 
the effect of Stalin's death in the Soviet Union and throughout the 


Mr. Cutler briefed the Council on the latest available informa- 
tion on Iran, which included the probability that Mossadegh was 
about to turn down the latest plan for settlement of the oil contro 
versy. Mr. Cutler also outlined to the Council the three questions 
which Mossadegh was thought to be about to present to Ambassa- 
dor Henderson by way of eliciting what assistance this Government 
was prepared to give to his regime.’ 


answer to these questions unless he judged that he could expect a 





315 
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*Reference is to telegram 3644, Mar 11, supre 
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tary Dulles, in his opinion give any hint to Mossadegh that he 
could expect a favorable response to these questions. Any proposal 
that the United States purchase Iranian oil at this time would con- 
stitute a terrific blow to the British. In discussing this idea with 
him during his visit, Foreign Secretary Eden had told Secretary 
Dulles that if we even sent technicians to assist in reopening the 
Abadan refinery, Eden would be unable to survive as Foreign Sec- 
retary. Anything more than the technicians would, of course, be 
that much worse. It was the feeling generally in the State Depart- 
ment, continued Secretary Dulles, that we should not encourage 
the Iranian Government as to any hope of reactivating the refinery 
or of buying Iranian oil. We might, however, give some slight 
added technical and military aid in order to assure the Iranian 
Government of our friendly intentions. 

Mr. Cutler raised the questions of the repercussions if the Irani- 
an Government, as it easily could, should determine to slash the 
price of Iranian oil. There were plently of tankers available to 
carry it, and the effect would be chaotic on the world price of oil. 

Secretary Wilson speculated as to whether Prime Minister Mos- 
sadegh had not framed his three questions in anticipation of a neg- 
ative response from this Government. The monkey would then be 
on our back, and Mossadegh could point to United States as hostile 
to Iranian aspirations. Secretary Wilson, however, agreed that 
there was no alternative but to say “no” to these questions. If we 
replied in the affirmative we would not only help to destroy what 
was left of the idea of sanctity of contracts, but if we entered into 
an agreement to purchase oil from Mossadegh we ourselves would 
quickly be swindled. Secretary Wilson did say, however, that it 
seemed to him from his knowledge of this problem, that the Irani- 
ans felt that in all past negotiations with the British on oil settle- 
ment, the cards had been constantly stacked against them. Could 
we not, therefore, as a friendly gesture, offer to look over these 
past procedures in order to reassure the Iranian Government that 
their interests had not really been overlooked or would not be over- 
looked in further negotiations? 

Secretary Dulles responded by saying that we had already taken 
pains to do this. He went on to say that of course if the British 
were completely shut out from Iran and from the negotiations, it 
weuld not probably be difficult to get results from Iran, but the 
United Kingdom was involved deeply in concern for its own pres- 
tige, and this was a much more difficult thing to deal with than 
any mere matter of compensation. It seemed to Secretary Dulles 
that we must somehow try to become senior partners with the Brit- 
ish in this area and work in that context. 
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Secretary Wilson expressed agreement, and said that our real ob- 
jective was to try to secure a settlement while at the same time 

Mr. Cutler asked Secretary Dulles to explain the latest terms 
which had been offered to Mossadegh and which he was about to 
turn down. 

Secretary Dulles did so, and explained at some length the Irani- 
an fear that if they submitted the issue of compensation to arbitra- 
tion at The Hague, they would undergo a protracted economic 
bondage to Great Britain. But Secretary Dulles was inclined to 
think that even if the Mossadegh regime refused to accept the 
latest proposals, these were not the last possible terms. We might 
yet be able to meet this Iranian dread of indefinite tutelage to the 
British. In any case, continued the Secretary, we cannot force the 
British hand. They have suffered in recent years terrible blows to 
their prestige—in the Suez, in the Sudan, and elsewhere. 

Secretary Humphrey also agreed with Secretary Dulles that we 
could achieve our objectives if we could negotiate alone with the 
Iranians, but that we could not afford to achieve our objectives in 
Iran if we “did in” the British at the same time. 

The President said that he had very real doubts whether, even if 
we tried unilaterally, we could make a successful deal with Mossa- 
degh. He felt that it might not be worth the paper it was written 
on, and the example might have very grave effects on United 
States oil concessions in other parts of the world. 


The National Security Council:* 

a. Noted an oral report by the Secretary of State on possible 
courses of action with respect to the current situation in Iran, and 
agreed: 

(1) That the three questions which the Iranian Prime Minis- 
ter had been considering asking the United States Govern- 
ment, should not be answered in the affirmative if they are ac- 
tually presented. 


(2) To give economic and technical assistance to Iran on a 
modest scale, if necessary, in order to maintain the present 


government. 
(3) That no proposal to buy Iranian oil should be made at the 
present time. 





*Paragraphs a-b and the note constitute NSC Action No. 735. (S/S-NSC (Miscella- 
neous) files, lot 66 D 95, “Record of Actions by the NSC, 1953") 
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(4) To explore the possibility of more equitable procedures 
for an Anglo-Iranian settlement. 


Note: The action in a above subsequently transmitted to the Sec- 
retary of State for implementation. 

[Here follow discussion of a decision to postpone consideration of 
United States objectives and courses of action with respect to Latin 
America until the next scheduled NSC meeting and a report on the 
status of NSC projects as of March 9.] 

S. Everett GLEASON 





No. 319 
RRR.2553/3-1353: Telegram 


The Secretary of State to the Embassy in Iran' 


TOP SECRET WASHINGTON, March 13, 1953—3:58 p. m. 
PRIORITY 


2387. It appearing increasingly likely that latest proposals for so- 
lution of oil dispute will be rejected, Department has been giving 
serious consideration to our future policy as regards Iran. Follow- 
ing represents coordinated US Government position as of this date 


in event proposals rejected: 


1. In absence of agreement for settlement of compensation ques- 
tion US Government would not purchase Iranian oil. 

2. US Government would continue informally to discourage dis- 

tch of American technicians to assist in reactivation Iranian oil 
industry, although it is recognized that it might be difficult if not 
impossible prevent employment of certain number American tech- 
nicians through private contracts. 

3. US would continue to give TCA and military assistance as long 
as Iran remains eligible for such assistance, appears to benefit 
from it, and desires that it be continued. 

4. US Government would not extend large-scale direct financial 
assistance to Iranian Government. This Government may however 
be prepared in appropriate circumstances to consider relatively 
small amounts of financial aid for budgetary assistance and for eco- 
nomic development as evidence of our continued interest in welfare 
of Iran. This question would be kept under constant review to see 
whether aid of this nature could used effectively to diminish 
possibility of gradual loss of Iran to free world. 





‘Repeated to London. Drafted by Richards; cleared in draft with the Under Secre- 
tary of State, Deputy Under Secretary of State, Belton O. Bryan of S/MSA, Nitze, 
Linder, Bonbright, Byroade, and Jernegan; and approved by the Secretary of State. 
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have any present ‘slams for future negotiations 


While it does not seem at present Mosadeq will address to you 
three questions anticipated in your 3605," it will be seen from the 
foregoing that if such an eventuality should occur the anewere 
would be negative. In future dealings with Iranians you are author 
ized in your discretion make use of above policy positions in 
manner you consider most wise in view of local situation 

Duties 





*Document 315 


No, 320 
TRA .O0/4-1454 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET Tennan, March 14, 1953-— noon 


3692. 1. In present circumstances impossible Embassy have direct 
contacts with Shah. Nevertheless through confidential channele we 
have received certain messages from him and other information 
which enables us assess with some reservation his present attitude 
and activities regarding differences with Mosadeq Although Shah's 
firmness in face pressure applied by Mosadeq and hie supporters 
appears to fluctuate from time to time, nevertheless he seeme etil! 
to be showing passive resistance When for instance members 
Majlis committee? who have been trying find baste for composing 
differences suggested Shah agree give up his constitutional rights 
as Commander-in-Chief lran Armed Forces and surrender crown 
lands and management shrines government Shah inquired if thie 
meant committee desired him to leave country, stating he would 
depart rather than agree such suggestions Committee thereupon 
retreated and instead submitted statement more ambiguous charac. 
ter which Shah signed (Embtel 3667, March 12, repeated London 
1217).° 





‘Repeated to London 

*Reference is to the Majlis Committee of Bight, establiehed to try to resolwe the 
differences between the Shah and Prime Minister Mosadeg 

3Not printed. (888.2553/3-1253) 
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|, Aa | was preparing leave Prime Minister today after conclu- 
sion our conversation regarding his proposed speech’ he said he 
would like talk about extremely serious matter. He regretted his 
government could not accept oil proposals. To do so would repre- 
sent betrayal trust Iran people. Now that there seemed be little 
hope oil settlement immediate future, he must decide course to be 
followed. Financial-economic situation extremely grave. Govern- 
ment must take action decisive character without delay. He would 
like my frank opinion as to whether it would be wise for govern- 
ment issue statement to effect it willing sell oil at 50 percent dis- 
count to any buyer. | told Prime Minister it not appropriate for me 
give him advice this matter. Decision this kind one which only Ira- 
niane responsible for future their country should make. Only com- 
mente which | could offer were that such announcement might 
make more difficult ultimate settlement oil problem; it would not 
be likely result in any material alleviation Iran's economic and fi- 
nancial problems; if it would result in purchase by lron Curtain 
countries of Iran oil, Iran’s financial and economic difficulties 
might be increased. | did not believe Iron Curtain countries had in- 
tention purchasing oil from Iran in helpful quantities; they might 
make limited purchases primarily to force US to take certain 
action in conformity with Battle Act which would curtail any US 
aid. 

Prime Minister asked whether US could not make some kind 
loan to Iran to be repaid in form oil or from proceeds oil sold to 
other parties. | said | doubted US Government could extend finan- 
cial assistance to Iran at time when Iran was rejecting proposals 
for settlement oil problem which US Government considered fair 
and reasonable and which, if accepted, would enable Iran obtain 
revenues from its oi! resources. Prime Minister asked whether US 
Government could not at least sell Iran immediately 100,000 tons 
sugar on credit. | said such credit would really be loan and same 
considerations would apply as to loan. | also doubted that US Gov- 
ernment had funds available for such purposes. He asked whether 
this could not be considered TCA transaction. I replied negative, 
such limited funds as were available to TCA were already allocated 
for technical assistance purposes. Prime Minister said Iran seemed 
have three choices; he would be grateful if | would describe them to 
US Government and inquire whether US Government would give 
him information enabling him determine which to make. He scrib- 


*Reference is to Mosadeq's radio speech of Mar 20 to the Iranian people announc- 
ing the breakdown of the oi! negotiations The text of his speech was transmitted to 
the Department in despatch 780, Mar 24 (888. 2553/3-2453) 
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bled description “three choices” and asked Saleh, my Iran Adviser 
to copy. Following is translation: 


First: to purchase 100,000 tons of sugar on credit from American 
companies on condition that if within period six months countries 
other than those behind Iron Curtain should offer buy oil, Iran 
Spuqament would sell them oil and pay price sugar from proceeds 
of sales. 

Second: Notice to be pepiohed whereby Iran Government would 
sell to first buyers 3,000,000 tons oil within period three months 
with 40 percent discount. If American oil companies would make 
first offer for these 3,000,000 tons, no contracts would be made with 
any iron curtain country during said period of three months. 

Third: Any purchaser may buy oil at any price acceptable to Iran 
Government on cash carry basis for definite pees time, no pur- 
chases to be made on credit. Only countries of Western bloc could 
buy oil on such credit terms as they may desire. 


2. I discussed briefly with Prime Minister what he had written, 
repeating I thought there no likelihood US would be able sell Iran 
100,000 tons sugar on credit. I also stressed that Iran’s difficulties 
certain to increase if it should begin selling oil to iron curtain 
countries. It would be difficult find American oil companies pre- 
pared to purchase 3,000,000 tons oil at this time. I did not believe 
Iran could extricate itself from its present financial difficulties 
through any of three ways outlined. Only by settlement oil dispute 
would Iran be able in my opinion surmount its present difficulties. 
Prime Minister said in any event he would appreciate it if I would 
submit these three choices to US Government and inquire regard- 
ing extent it would be able to give assistance. If it could not give 
financial loan nor sell sugar on credit, could it prevail on some 
American company or companies to buy 3,000,000 tons Iran oil? He 
needed answer urgently. I agreed make inquiry but said I would be 
lacking in candor if I did not tell him now little possibility of loan, 
extensions of credit, or purchase large amounts oil by American oil 
companies. Prime Minister said would be extremely unfortunate if 
impression would be created in Iran US cooperating with UK in 
endeavoring strangle Iran in order force it accept UK terms oil set- 
tlement. I said US Government had no desire see Iran strangled. 
US Government was anxious that Iran be independent and healthy 
politically and economically. That was why US Government had 
been spending so much time and effort assist in finding solution oil 
problem and so many millions dollars annually in extension mili- 
tary and TCA aid. Prime Minister repeated hope I could obtain 
early answer. 
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3. Comment: In spite Prime Minister’s desire for early answer, I 
inclined believe might be preferable not rush reply. I plan tenta- 
tively visit Isfahan and Shiraz during Iran New Year holiday week 
March 23-29. We might postpone reply to Prime Minister until 
early April. Majlis will reconvene about April 5. 

HENDERSON 





No. 322 
788.00/3-3153: Telegram 


The Ambassador in Iran (Henderson) to the Department of State 


TOP SECRET PRIORITY TEHRAN, March 31, 1953—1 p. m. 


3853. Noforn. Eyes only Secy and Byroade. 

1. On my return March 29 from week Isfahan and Shiraz I found 
message Ala, Minister Court, wished see me urgently. I saw him 
morning 30th. He referred article regarding Iran Newsweek March 
23 (Embtel 3800 March 24)? which he said distinctly unfriendly to 
Iran and harmful relations Iran and US since it was insulting to 
Shah, Mosadeg and Kashani, three leaders of country. I explained 
US Government not responsible for Newsweek and I certain gar- 
bled and distorted story not leak from US Government officials. 

2. Ala said he would like inform me regarding developments last 
ten days. Rift between Mosadeq and Shah too great to be closed. 
Mosadeq openly active against Shah, sending emissaries provinces 
to stir up anti-Shah agitation and endeavoring form solid front 
against Shah of more opportunistic politicians. Mosadeq without 
success had tried turn Kashani and Zolfagari brothers against 
Shah. To placate Haerizadeh he had offered him job Inspector of 
Embassies. Haerizadeh had been tempted but Kashani had per- 
suaded him not to accept. Mosadeq was apparently trying arrange 
demonstrations over coming weekend in order frighten members 
Majlis into passing resolution approving report Committee of 
Eight, which would curtail Shah’s powers and privileges. Practical- 
ly all elements really concerned regarding future stability Iran 
were now convinced that unless energetic steps taken to overthrow 
Mosadeq in immediate future, such influence as Shah still had 
would disappear and there would be no force left capable of stop- 
ping Mosadeq from embarking on any kind irresponsible project 
which his advisers might suggest. 

3. Ala said during past week he had been approached by number 
politicians who insisted he tell Shah if Shah further postponed 
action regarding Mosadeq it might be too late save Iran. Ala 





'1Transmitted in two sections; repeated to London eyes only for Ambassador Al- 
drich. 
2Not printed. (788.11/3-2453) 
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thought they right. Most these elements believed only person avail- 
able to replace Mosadeq was General Zahedi, Zahedi would have 
support such political leaders as Kashani, Haerizadeh, Bagai, Zolfa- 
gari brothers as well as more conservative elements and army. 
Maki might also support him. Zahedi had visited Ala secretly three 
days ago and had indicated he would accept Prime Ministry only if 
Shah would express desire that he do so and would promise sup- 
port him. General had said unless Shah would come out openly 
against Mosadeg there was little chance Majlis would have courage 
to act. Ala had told Zahedi he was certain Shah would not be will- 
ing to act unconstitutionally, Shah would not be party to any coup 
d état. Zahedi insisted if Mosadeq was to be overthrown by peaceful 
means, Shah must make statement at time meeting of Majlis 
(April 5) condemning Mosadegq for leading country toward ruin. Ala 
told me he planned try to persuade Shah to make such statement. 
Ala said he had visited March 29 Borujerdi, most respected Mullah 
Iran, in order ascertain latter's attitude regarding Zahedi. Mullah 
had not committed himself but had seemed sympathetic and had 
promised let Ala know his decision later. 

4. Ala said group who interested in overthrow Mosadeq Govern- 
ment had asked him inquire of me whether “US Government was 
still supporting Mosadeq’’. If in my opinion there was still good 
chance Mosadeq would be able effect settlement oil problem, they 
might decide postpone taking action. 

5. I expressed surprise Ala should put such question. I had al- 
ready informed him several times US not supporting Mosadeq or 
anyone else as Prime Minister. It was policy American Govern- 
ment maintain as friendly relations as conditions would permit 
with any Prime Minister who had firman from Shah. Maintenance 
such relations should not be regarded as evidence that US was sup- 
porting any Prime Minister personally. He should further under- 
stand US Government could not be associated with coup d état. If 
patriotic Iranians should consider coup necessary in order save 
Iran, they should act on their own responsibility and not expect 
any foreign power to become involved in such venture. Time had 
come when Iranians themselves should determine fate country in- 
stead of looking to foreigners to make decisions for them. Ala said 
he had already assured group who had talked to him that US was 
not supporting Mosadeq as person but was merely treating him 
with consideration due to Prime Minister Iran. On this groups in- 
sistence however he had again put question to me. He promised 
keep me informed of developments. 

6. In conversation two weeks ago Ala had told me Mosadeq was 
blaming him in part for failure Shah to leave Iran February 28 and 
was insisting Ala be replaced as Minister Court by Kazemi, present 
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Minister Finance, who has been notoriously anti-foreign. Shah 
sadeq now demanding that Moazami, Nationalist Deputy, supplant 
Ala. Shah however was continuing resist Mosadeq plea to get rid of 
Ala. 

7. Ala’s views usually reflect those of Shah. If they do in present 
instance it will be first time Court has really regarded Zahedi's 
candidacy with favor. Judging however from performance of Shah, 
Ala, and various opponents of Mosadeg in past, it would be some- 
what surprising if at this juncture their desire for the new Prime 

8. Zahedi as Prime Minister might be no improvement over Mo- 
sadeq. Nevertheless since latter seems persistently to be leading 
Iran towards disaster, risks involved in change would be not be too 
great. Although Ala in general has good intentions, he is somewhat 
lacking in discretion. Furthermore, Shah sometimes discusses confi- 
dential matters in presence gossipy courtiers. I therefore consider 
it advisable not to make kind of reply to Ala’s question which if it 
should become public might create impression that attempt either 
by peaceful means or by force to effect change government was in- 
spired by US. 

9. Extremely important no leak. 

HENDERSON 





No. 323 
WHA 10/4-453 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET PRIORITY Tenran, April 4, 1953—2 p. m. 


3898. 1. | saw Prime Minister noon today and gave him reply to 
his questions outlined in Embassy telegram 3752 repeated London 
1249? as directed in Deptel 2514 March 30 repeated information 
London unnumbered. 

2. I opened conversation by telling Prime Minister that as I had 
foreseen answers were negative. When | started transmit them he 
said transmission unnecessary. “It enough for me that they are 
negative”. I insisted, however, in giving answers with precision 





‘Also sent to London. 

*Document 321. 

5In telegram 2514 the Department generally supported the views expressed by 
Henderson in telegram 3752. It also urged that Mosadeq be reminded of the obvious 
disadvantages of trading with the Soviet bloc. (888.10/3-1853) 
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since I wished particularly impress upon him inadvisability selling 
oil Soviet bloc. 

3. After I had conveyed answers he asked what in my opinion he 
should do. I replied that I considered only way for Iran extricate 
itself economically and financially would be for it come to agree- 
ment with United Kingdom re oil. Prime Minister said he had been 
thinking of writing President setting forth Iran's situation. It diffi- 
cult for him believe that if President had full understanding of 
Iran's position he would not understand that it necessary for 
United States Government come to Iran’s assistance. I told Prime 
Minister that in my opinion it would serve no useful purpose for 
him address letter to President. United States Government with 
best will in world could not at this time flout United States public 
opinion by purchasing from Iran nationalized oil in absence some 
kind compensation agreement. Prime Minister said Iran prepared 
pay compensation but no bill had thus far been presented to it re 
amount compensation due. Iran willing submit budget compensa- 
tion to International Court provided United Kingdom would indi- 
cate maximum amount claimed by it and that amount would not 
be out of reason. I told Prime Minister thought it would serve no 
useful purpose for us again to start discussion oil dispute. My 
terms reference during conversations last three months had been 
limited to endeavor attain agreement based on international arbi- 
tration. On instructions United States Government I presented to 
him proposals from United Kingdom which United States Govern- 
ment had considered as reasonable and fair. He had not accepted 
these proposals and had made no concrete counterproposals. 
United Kingdom Government on its part also showed no disposi- 
tion make fresh proposals. In such circumstances there was noth- 
ing to be gained by our endeavoring to assess blame for failure of 
conversations. 

4. At this point Prime Minister brought up another matter and 
did not again mention oil problem. Neither did he indicate course 
of action which he might pursue. 

HENDERSON 
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TWh 0 4-588 Tekagram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET  NIACT Tenran, April 15, 1953—1 p. m. 
4027. Eyes only Acting Secretary and Byroade. 

Ala Minister Court visited me early this morning. He said he 

had versation yesterday with Shah in endeavor per- 

some positive action re internal political situa- 

definite position he would not take any step 

unless Majlis by vote would indicate lack 

of confidence in Mosadegq or inclination for successor to him. Shah 
had given two general excuses for taking this position. 

(a) He suspected British responsible for present friction between 

and Government and were trying produce situation civil war 


ts paw ambitious unscrupulous Iranian 


jlis coming him with one story and going 


make move oust M 
pressing him to do so would back him if such move 
would encounter serious resistance. It seemed to him therefore that 
he should remain in background and let politicians fight it out. 


2. Ala said he had pointed out to Shah if latter remained quies- 
cent Mosadeq’s henchmen by intimidation and threats might even- 
tually prevail on Majlis to adopt report committee eight® which in- 
terpreted Iran constitution in such manner as virtually to deprive 
Shah such powers as he still possessed. Shah had replied he had 
read this report and it did not seem so serious to him; in fact it 
appeared to him to be in spirit constitution. Why should he try pre- 
vent its adoption if members Majlis were in favor of it? Would 
adoption really change anything? Ala had answered purpose adop- 


'Transmitted in two sections; also sent to London eyes only for Ambassador Al- 
drich. 
*See footnote 2, Document 320 
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tion was to make it clear to country and particularly to armed 
forces that Shah was completely subservient to Mosadeg. Adoption 
would mean Mosadeg or his successor would have complete control 
armed forces; that Court and armed forces would no longer be ele- 
ment stability in country divorced from politics; that Shah would 
be nullity and army would develop into impotent political organiza- 
tion. Army officers in future would be tempted advance their ca- 
reers not by demonstration merit but by political intrigue. During 
conversation Shah had displayed certain amount impatience and 
said he was sorry Ala as Minister Court would become involved in 
this dispute. He regretted that Ala had talked to Kashani and 
other politicians. Ala had replied that he had no ambition remain 
as Minister Court. Whether Minister Court or not he intended how- 
ever to do his utmost to preserve constitution so far as Shah was 
concerned. Struggle which he was making was not for person of 
Mohammed Reza but for preservation of institution of Shah which 
he considered at present necessary for preservation independence 
Iran. Shah had finally agreed he would give matter further consid- 
eration and had promised receive General Zahedi secretly evening 
April 16. 

3. Ala told me April 16 might be extremely dangerous day. It 
seemed at last quorum deputies were in Tehran. Hitherto national 
movement group deputies had not desired quorum apparently be- 
cause they did not believe they could obtain majority vote in favor 
report Committee Eight. They seemed now to have gained confi- 
dence and to desire public session Majlis April 16. It was Ala's un- 
derstanding government was arranging large street demonstrations 
on April 16 in order bring pressure on Majlis. Proclamations being 
issued calling on all supporters Mosadeq appear on streets. It possi- 
ble that bazaars would be closed and people from bazaar mobilized 
in demonstration. Tudeh would of course join even though govern- 
ment supporters might ostensibly endeavor disassociate themselves 
from Tudeh adherents. He was thinking of recommending to Shah 
in these circumstances that Shah issue proclamation removing Mo- 
sadeq and appointing Director Public Security to maintain law and 
order pending vote of inclination of Majlis for successor Mosadegq. If 
Shah should do this national movement deputies would probably 
boycott Majlis but vote inclination was possible without quorum. 
Unfortunately it seemed impossible prevail upon Shah appoint 
Prime Minister without vote inclination. Ala asked what I would 
think of such plan. 

4. After long discussion Ala decided endeavor meet situation of 
April 16 along following lines provided government did not change 
its plans for big demonstrations: 








to private life and appointing Director Public Security to 
until Majlis could give vote of inclination re 

Prime Minister. Proclamation also would cal! on al! Iranian 
ing their duties and upon armed forces 


Shah would agree to plan Zahedi or someone agreeable to Zahedi 
would be choice for Director Public Security and Zahedi would 
probably receive vote of inclination as Prime Minister. As of yester- 


that Kashani would be willing to contribute to Ala’s plan by send- 
ing letter to Shah of kind outlined by Ala. 


HENDERSON 





*Ambassador Henderson reported on Apr 19 that he had seen Ala that morning, 
and that Ala said that the Shah had been daily postponing his meeting with Zahedi 
Ala's explanation for this behavior was that the Shah continued to take a passive 
and almost detached attitude toward events, possibly because the Shah was receiv. 
ing a considerable amount of conflicting advice and found it preferable to do noth 
ing rather than decide to adopt a course of action (Telegram 4093, 788.00/4- 1953) 











726 FOREIGN RELATIONS, 1952-1954, VOLUME x 
No. 325 


Th a >A Telegram 
The Ambassador in Iran (Henderson) to the Department of State* 


SECRET PRIORITY Tenran, May 8, 1953—2 p. m. 

4356. 1. In considering various policy problems re Iran Depart- 
ment may be interested brief evaluation by Embassy present posi- 
tion Mosadeqg. Although at present Court appears to be weakening 
in struggle with Mosadeq and opposition in Majlis unable mobilize 
its resources effectively against him Mosadeq's position is certainly 
weaker than it was before he undertook struggle against Shah last 
February. 

2. Appointment Amini Acting Minister Court as successor Ala 
generally regarded here as victory for Mosadeq. Since his appoint- 
ment Amini has been intermediating between Mosadeq and Shah 
and has been issuing number conciliatory and optimistic although 
at times conflicting statements re progress in achieving under- 
standing between Mosadeq and Court. . 

3. Although opposition in Majlis has not been able take effective 
offensive it has not been dispersed and conti ives through guerrilla 
tactics to prevent Majlis from having quorum and government 
from engaging in constructive activities. Even if, as is being opti- 
mistically predicated in pro-government circles, Majlis may be able 
meet within next few days there is justified doubt that it can take 
action of character which will appreciably strengthen Mosadeq's 
position. For instance unless some surprise event should take place 
government may encounter extreme difficulty in depriving Baqai 
of Parliamentary immunity. Government failure in this respect 
will reflect on its strength following official announcement charg- 
ing Bagai with complicity murder police chief Afshartus.* Govern- 
ment will also face stubborn opposition in attempting obtain un- 
qualified Majlis approval committee of eight report substitute 
measure limiting Shah's powers. Fact that General Zahedi is being 
given in general sympathetic reception by mass Majlis during his 
present period of asylum there indicates decline in prestige and au- 
thority Mosadeq in Majlis. 

4. During last six months there has been sharp shift in basis Mo- 
sadeq support among political leaders. Most elements original Na- 
tional movement now in open or tacit opposition. Indications fric- 
tion appearing between him and Iran Party one of last National 





‘Also sent to London 


*Reference is to the murder of the Chief of Police, General Afshartus, whose body 
was discovered on Apr 14 Afshartus had been a political ally of Mosadeq 
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his support in times of strain. His most important strength still 
his great reputation as Nationalist leader struggling free Iran 
from foreign control. Also fact that for two years he has been 
Prime Minister gives him certain prestige among rank and file. 


and his resort military law maintain order have served weaken his 
popularity even among masses. 

5. Mosadeq stil] however, outstanding political figure Iran. His 
opponents thus far have not shown courage and spirit unity neces- 
sary seriously to threaten him. Most dangerous threat which we 
can see at present moment is that coming from Amini group work- 
ing from within. This group would require exceptional skill howev- 
er, if it to succeed overthrow Mosadeq either by peaceful methods 
or by force. Zahedi has to extent retrieved position taking refuge in 
Majlis and by presenting his case individually to Majlis leaders and 
press. Zahedi thus far however, has not been able obtain support 
Shah which he has considered essential his success. Moazami only 
deputy who in past has frequently contrived make himself middle 
of road compromise candidate for office now being discussed cer- 
tain circles as possible successor Mosadeq who would be acceptable 
to National movement as well as various opponents that move- 
ment. He may eventually become real threat. .. . 

HENDERSON 


No. 326 
110.11 DU/5-2058 Telegram 


The Ambassador in Iran (Henderson) to the Department of State' 


SECRET TeHRAN, May 20, 1953—4 p. m. 


4472. Two hour conversation Mosadeq today in continuation that 
May 16. (Embtel 4446 May 18 to London 1445)” Discussion covering 





‘Also sent to London and New Delhi for the Secretary. 
®*Not printed. (110.11 DU/5-1853) 
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iteelf can not make purchases in present circumstances with- 
moans offending British. 
. ill do utmost preserve friendly relations US regardless 
decision. However negative US attitude will result deteriora- 
ion Iran politically and spacunenyy. 
. He hopes British will eventually realize their former position 
in Iran can never be restored. No successor Iranian Government 
can remain long in power if it tries restore British domination 
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7. Iran would welcome friendly relations with UK. If UK ambi- 
tions dominate Iran should be reaily abandoned there should be no 
great difficulty in settling all problems between two countries in- 
cluding compensation. 


HENDERSON 





*Secretary Dulles ar.d Mutual Security Director Stassen visited the Near and 
Middle East May 9-May 29. Ambassador Henderson flew to Karachi to brief Secre- 
tary Dulles on the current situation in Iran. For documentation regarding the 
Dulles-Stassen trip, see vol. 1x, Part 1, pp. 1 ff. 





No. 327 
110.11 DU/5-255%: Telegram 


The Ambassador in Iran (Henderson) to the Department of State 


SECRET TEHRAN, May 25, 1953—2 p. m. 


4524. Following is text of oral statement which Secretary has au- 
thorized me to make to Mosadegq in confidence: 





IRAN, 1059-1064 729 


‘Secretary has asked me tell you that | have informed him our 
recent conversations; that | have alao described to him present Ira 
nian financial and economic situation; and that he expecta have 
further discussions with me this regard following my arrival Wash 


ington June. 

‘Secre has also requested me tell you his present journey 
through Middle East and Asia primarily fact-finding character, 
that it hac been taken with purpose obtaining better underrtanding 
problems this area; and that he not undertaking while on thie trip 
make decisions re policy or action. 

“Secretary aded he regretted hear you apparently coming opin 
ion it would serve no useful purpose continue —:- | for solu 
tion problem compensation; and that therefore you thinking of i¢- 
noring = oe in rm \— restoration lranian economy 
He has asked me convey you his hope Iran and UK in their mutual 
interest and in interest whole free world will find solution this 
problem soon as possible; and in his opinion such solution will help 
speedily dissolve many Iran's present difficulties 

“Secretary said he particularly sorry efforte US contribute solu 
tion this problem so far unsuccessfu 

“Secretary requested I convey you his regret that limitations 
upon his time have prevented him from visiting Iran this time He 
would have liked to have met you and other Iranian leaders and 
have discussed face to face problems mutual concern He hopes, 
however, visit Iran another occasion when he will have more time 
his disposal.” 


HENDERSON 





'Ambassagor Henderson reported on May 26 that the previous day he had an 
interview with Mosadeq and delivered the Secretary » message Mosadeq thanked 
him for it, and expressed his opinion that the United Kingdom as well as the Sewet 
Union had the same policy toward Iran to force Iran unto political and econome 
chaos. Therefore, he hoped Henderson, when he was in Washington in June for com 
sultations, would do his utmost to impress upon the US Government the severity of 
the difficulties he was facing in maintaining political and economic stability in an 
effort to stave off chaos, Communism, and British control ‘Telegram 4595. 1101) 
DU /5-2653) 
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No, 428 


ee 1) 8 ee Veta err 


The Acting Secretary of State to the Rimtaaey in Iran’ 


Tor emoneT = PRIORITY Wasninaton, May 24 1968 S51 p m 


2067 Writieh Embasey Washington hae received following mee 
sage from Churchill reurtel 4474 * 

“You may certainly inform the State Department that while we 
do interfere in politice we should be sorry lo see 
the lowe hie powere or leave hie post of be driven out Per 


hape Mr Henderson will convey thie assurance to the Shah and 
aay thal it comes personally from me” 


Sanarres 


‘Drafted and try Mac thardde 

"In telegram 44°74 May 20 Arhaamador Henderson informed the Department thet 
he poke with an emianery of the Shah on May |) who anid thet the Shah wae die 
turted by the Britieh attitude toward hit and wanted « clarifying statement from 
Henderacn ae tc the Rrdweh attitude before Henderson departed for Washington 
early we Jane (708 11/5 Be) 


“ Ta beapes tore 


The Ambassador in Iran (Henderson! to the Department of State 


TOP eRORET Prony Ternan, May 90. 1958-1 p m 


4578 Limited distribution in the Department 

l My conversation with Shah the morning lasted about eimhty 
minutes To obtain maximum privacy it took place in Palace 
garden 

2 | conveyed message contained Depte! 3067 May 2* He ex 
pressed gratification pointing out British in past had endeavored 
persuade him conduct himeelf ae constitutional monarch in Buro 
pean sense and avoid participation Iran political life He said it ap 
peare British policy thie regard now changing He personally con 
vinoed that unless Shah would play certain role in political and 
particularly military life country would be in confusion and chaos 

3 I told him | would like frank statement he attitude re General 
Zahedi He said although General not intellectual giant neverthe 
lowe would be acceptable ae Prime Minister on three conditions (a) 
he would come into office through legal. parliamentary means. (b) 
he would come in with wide measure political support. (c) he would 
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be acceptable to UL. and UK and either US or US and UK would 
be prepared to give new government emergency financial as well as 
massive economic aid. He would prefer no change of government to 
new government which could not obtain substantial foreign finan- 
cial and economic aid. 
4. 1 told Shah | had impression British would welcome Govern- 
t headed by General Zahedi and so would US provided sure 
Zahedi full and sustained support. Disastrous for 
Shah would change hie mind and withdraw support 
i he would not change mind but conditions 
down should be clearly understood. 
said he did not believe General Zahedi could come into 
military coup. Friends of General Amini gradually 
military positions Several months ago General 
, present acting Minister Court, had endeavored 
Shah come out openly in support General Zahedi. Amini's 
recently had changed Latter now advocating stop-gap 
weak National Front government to be followed later by 
government. Shah asked what | would think of stop-gap” 
government | said it seemed to me like trying ride two horses si- 
multaneously Support General Zahedi not likely be effective if 
those giving it were at same time looking around for alternative 
weaker candidate act as ‘stopgap’ Shah agreed but said Amini 
groupes might be able block General Zahedi 
6. Shah asked if oi! dispute still active | replied no. In response 
my questions Shah expressed opinion it would be easier to effect 
settlement oi! problem with Dr Mosadeq than with successor Any 
avenue which might lead towards settlement oi! dispute with Mosa- 
deq should not be ignored even if attempt at settlement might 
result in prolongation Mosadeq Government 
7. Shah said he hoped in case no settlement oil dispute possible 
and if Dr Mosadeq continued in power US would extend sufficient 
financial and economic assistance to enable Iran passe through 
present crisis 
8 Shah said present relationship between himself and army in- 
tolerable He no longer was receiving reporte re developments 
army. Army officers no longer dare visit him Too humiliating for 
him remain Iran in such circumstances Unless situation should 
change therefore he determined go abroad in July for visit Crown 
Prince Saudi Arabia 
9 Shah said Amini sure to question him re our conversation. He 
would inform Amini | had described my trip Karachi and had told 
him oi! dispute no longer active He would then add that he had 
informed me that in his opinion it would be easier effect settlement 
oi] dispute with Mosadeg than with any successor and he hoped 


inane 
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every effort would be made to this end. He would also tell Amini 
he had expressed to me his earnest hope that even though no oil 
settlement could be obtained US would extend economic and finan- 
cial assistance to Iran to enable country survive. ! 
10. Leave to Department's discretion re informing British. 
HENDERSON 





‘Ambassador Henderson enclosed a memorandum of this conversation with the 
Shah in a letter to Byroade dated May 30. (788.00/5-3053) 


No. 330 
WRK YSSN/6- 550 


Memorandum by the Assistant Secretary of State for Near Eastern, 
South Asian, and African Affairs (Byroade) to the Secretary of 
State’ 


TOP SECRET WASHINGTON, June 5, 1953. 
Subject: Letter from Dr. Mosadeq to President Eisenhower 


There is attached a copy of a letter from Prime Minister Mosa- 
deq to President Eisenhower which was delivered to the President 
on June 5, 1953 vy Ambassador Henderson. ? 

In handing this letter to the Ambassador for delivery to the 
President, Dr. Mosadeq said that it would be most unfortunate 
were the existence of the letter to become known. 

The following are the principal points in the letter: 


1. A recitation of the difficulties experienced by Iran, allegedly as 
a result of British attitudes and activities. 

2. An expression of grave concern over the probable conse- 
quences of a further deterioration of the financial and economic sit- 
uation in Iran, which deterioration can be reversed only by (a) the 
removal of obstacles to the sale of oil or (b) increased economic aid 
from the United States. 

3. An urgent appeal to the U.S. for increased aid “if the Ameri- 
can Government is not abiec to effect a removal” of the obstacles to 
the sale of Iranian oil.* 





'Drafted by Richards 

*For text of Mosadeq's letter, May 28, see Department of State Bulletin, July 20, 
1953, p. 74. Eisenhower's reply, delivered to Mosadeq on July 3, followed the line of 
policy agreed on at the June 19 meeting; for text, see ibid. See also Document 332. 

*A handwritten note by Byroade on the source text reads: ‘Sec: We will give you 
a draft reply as soon as possible” According to a memorandum of a conversation 
held in the Department of State on June 19, among Matthews, Bowie, Waugh, 
Schaetzel, Raynor, Jernegan, Richards, Stutesman, and Ambassador Henderson, it 
was decided that a reply should be drafted for the President to send to Mosadeq that 
would politely refuse his request for immediate increased economic aid but would 
not burn any bridges in case, at a later date, the United States might wish to make 
budgetary and economic aid available to an Iranian Government. (888.2553/6-1953) 
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No. 331 
788.00/6-1653: Telegram 


The Charge in Iran (Mattison) to the Department of State 


SECRET TEHRAN, June 16, 19538—2 p. m. 


4658. In belief it would be useful to Ambassador and Department 
forthcoming conversations re Iran, brief analytical comment fol- 
lows on developments here since Ambassador’s departure: 

1. Thus far in June no essential change has occurred in internal 
situation Mosadeq Government. Strongest critics admit for near 
future government control state administration, armed forces and 
radio, strong combination. However, country’s internal problems 
and public dissatisfactions have not lessened. 

2. In Majlis opposition continues unabated with oth sides pre- 
paring for important and unpredictable election Majlis officers 
scheduled end June. Opposition hopes re-elect Kashani. National 
movement candidate not yet certain, with some internal dissension 
evident. Government anxious gain victory since this could cripple 
opposition use this forum. Meanwhile, controversial issues such as 
Committee of Eight bill and Deputy Bagai’s immunity question 
being delayed. 

3. Criticism government more marked in press by appearance 
several opposition journals. Government circles maintain strong 
criticism oppositionists, particularly Kashani who with others is 
consistently dubbed British agent. Opposition has begun reiterate 
theme Mosadeq regime being supported by Tudeh and that some 
government leaders pro-Communist. If present-scale opposition ac- 
tivity maintained, it would be surprising if Prime Minister did not 
make countermoves, which, however, may be deferred until results 
election Majlis officers. 

4. Position of Shah, already weakened as symbol rallying point of 
opposition, was not helped by trip of Queen Soraya to Europe, 
which was given unfavorable publicity here (aided by Communist 
press). Unexpected return Queen June 14 indicates Shah aware of 
this. 

5. Economic difficulties of country beginning to show in price in- 
creases and resurgent wage demands. Inventories acquired at fa- 
vorable exchange rates (e.g. 41 to dollar) largely exhausted and 
Bazaar now ordering on short-term basis at current rate (e.g. 105 to 
dollar). Spiraling prices bound to result unless government able 
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arrest trend which it presently lacks means to do. TCI dollar aid 
indispensable surmount sugar crisis but it cannot meet all growing 
dollar deficiencies. Anticipated bumper crops may help delay infla- 
tion, general awareness of which also indicated by increasing rate 
investment private construction activities. 

6. Secretary's report on his trip and Ambassador’s consultations 
have caused widespread speculation. Line in pro-government cir- 
cles, not necessarily belief, has been US on verge modifying its 
policy toward Iran and much-needed economic and financial aid 
will be forthcoming irrespective of an oil settlement. Opposition 
circles take contrary view that firmer attitude will be shown by US 
toward Mosadeq Government and oil question. 

7. Iranian public interest high over possibility serious Iran-Soviet 
negotiations typified by hurried return to Iran of Soviet Ambassa- 
dor, his talks with Mosadeq and concurrent signature new Iran- 
Soviet trade quota list. Scope of talks closely guarded with no 
leaks, but they may be connected with expected conclusion Korean 
fighting and attempt to obtain Iranian support for Red China and 
related Soviet objectives. However, various other aspects Iran- 
Soviet relations may not be excluded. 

MATTISON 





No. 332 
888.2553/7-1353: Telegram 


The Charge in Iran (Mattison) to the Department of State? 


SECRET TEHRAN, July 138, 1953—2 p. m. 


79. Have had number conversations with informed Iranians since 
publication Eisenhower-Mosadeq exchange.” General attitude has 





1Also sent to London and pouched to Tabriz, Meshed, and Isfahan. 

2On July 8, the Embassy in Tehran informed the Department that the Associated 
Press had obtained the essentic 3 of President Eisenhower’s letter to Mosadeq that 
was transmitted to Tehran on June 30. The Embassy recommended that if the story 
appeared in the Iranian press, it would be desirable to release the exchange of let- 
ters simultaneously in Washington and Tehran. (Telegram 48; 888.2553/7-853) The 
Department instructed the Embassy on July 8 to seek Mosadeq’s approval of this 
course of action and suggested the release be timed for 4 p.m., July 9, Washington 
time. (Telegram 43; 888.2553/7-853) The Embassy in Tehran on July 9 reported that 
Mosadegq, while perceptibly distressed about the leak, agreed to publish the letters, 
though release in Tehran would be later than release in Washington. Mattison also 
said he had made it clear to Mosadeq that the leak had come from Iranian sources. 
(Telegram 56; 888.2553/7-953) The White House released the texts of the May 28 
and June 29 letters on July 9. For texts, see Department of State Bulletin, July 20, 
1953, p. 74. 


Continued 
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been that personally they felt publication letters had been good 
thing as serving give clear definition US policy towards Iran. How- 
ever they fearful of what extremist advisers Prime Minister might 
urge upon him as retaliation for US “rebuff’. Opposition believes 
its hands strengthened by exchange and this no doubt adds to dis- 
comfort Government. 

At reported intervention Prime Minister Majlis failed meet July 
12. Government apparently also decided refuse make appearance 
July 14 answer interpellation re use torture in Afshartus case until 
apology made for Deputy Minister Ashrafi’s alleged remark July 9 
meeting to effect that if Mosadeq ill he should go to insane asylum. 
Already delicate Parliamentary situation further stirred up by op- 
position attempt interpellate Government on its foreign policy. Re- 
ports circulating that Prime Minister may ask for referendum pre- 
sumably in the streets, and may attempt dissolve Majlis. 

Government uncertainty increased by worry over significance 
recent events USSR. Although situation confused, it clear Mosadeq 
traversing difficult period which opposition seems intent on exploit- 
ing. 

Embassy has unconfirmed indications Prime Minister may be 
discreetly passing word out that while he doesn’t desire any serious 
trouble that an incident or two against foreigners would not be se- 
riously viewed by Government. 

MATTISON 





The following day, July 10, the Embassy in Tehran reported that Mosadeq also 
requested that the texts of his letter to the President dated Jan. 9 and the Presi- 
dent’s response of Jan. 10 be released as well and suggested a release time of 2 p.m., 
Tehran time, July 11. (Telegram 58; 888.2553/7-1053) The Department responded on 
July 10 that although the President’s personal views had not been obtained, the 
White House agreed to this additional release on July 11 in conjunction with 
Tehran. (Telegram 70; 888.2553/7-1053) The White House released the texts of these 
letters as well on July 11. For texts, see Department of State Bulletin, July 20, 1953, 
p. 76. 





No. 333 
788.00/7-1453: Telegram 


The Chargé in Iran (Mattison) to the Department of State 


SECRET PRIORITY TEHRAN, July 14, 1953. 


91. Rumors rife tonight that Mosadeq will force governmental 
crisis through resignation all National Front deputies, to be fol- 
lowed by “referendum.” Acting Minister Court Amini tells me he 
trying dissuade Mosadeq from such action, but not optimistic. 
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Purpose this move stated to be to achieve dissolution Majlis 
under emergency powers without recourse firman from Shah. Move 
has no constitutional basis, but Prime Minister apparently believes 
he has strength to get way with it. 

Possibility exists that Prime Minister is spreading news of dras- 
tic action in order to bring his divided supporters into line. It is 
generally agreed that he still remains most astute politician in 
Iran. 

MATTISON 





1The Embassy reported on July 15 that on the previous evening all the National 
Front deputies caucused at Mosadeq’s house and resigned from the Majlis, except 
for Moazami, who was charged with retaining control of the speakership of the 
Majlis. This action made it impossible for the Majlis to meet because it now lacked a 
quorum. The Embassy did not know what Mosadeq’s next move would be, but there 
was speculation that he would either hold a national referendum to decide the fate 
of the 17th Majlis, or that he might decree a new electoral law and call for elec- 
tions. (Telegram 95; 788.00/7-1553) 





No. 334 
788.00/7-1753: Telegram 


The Charge in Iran (Mattison) to the Department of State! 


SECRET TEHRAN, July 17, 19538—2 p. m. 


116. Estimate Embassy . . . present political trends follows. Im- 
mediate reason Mosadeq’s precipitate move eliminate present 
Majlis as opposition center was mounting effectiveness antigovern- 
ment activity such as Zohari interpellation and election Maki as 
controller BMI. Opposition was also successfully gaining control 
key Majlis committees. Serving accelerate these events and impel 
Mosadeq consolidate his position urgently was Eisenhower letter 
clarifying US policy toward Mosadeq Government. Letter served 
belie carefully nursed ‘myth’ US supporting Mosadeq at same 
time USSR “friendship” overtures appear to be for moment at least 
nothing more than willingness adjust frontier problems. With 
bankruptcy foreign policy thus exposed Prime Minister faced 
Majlis interpellation this subject and exposure government’s unau- 
thorized increase note issue by Maki. Unable or disinclined resort 
to Shah’s power dissolve Majlis Mosadeq struck upon expedient of 





1Repeated to London and Geneva for Ambassador Henderson. 
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mass resignation NMF deputies and announcement referendum.? 
Latter not provided for in constitution. 

Despite Prime Minister’s decreased popularity he still controls 
principal propaganda media including Radio Tehran as well as gov- 
ernment apparatus and funds with which maneuver balloting or 
demonstrations his favor. Timing also important factor. By invok- 
ing memory July 21 uprising Prime Minister can play upon emo- 
tions his followers and upon fear his enemies. While opposition 
continues display courageous facade it appears incapable combat- 
ting Mosadeq in showdown struggle. It furthermore lacks leader- 
ship while Shah continues docile in hands Prime Minister. 

Thus despite almost hopeless financial and economic situation 
and lack tangible prospects resolving country’s problems in foresee- 
able future Mosadeq again demonstrating willingness disregard le- 
galities and determination remain in power regardless of conse- 
quences. If he succeeds confirming dissolution Majlis through refer- 
endum as now seems probable establishment dictatorship will be 
complete with little remaining of outward democratic forms. Prime 
Minister will then be in position destroy remaining opposition leav- 
ing him in unchallenged and absolute control. 

MATTISON 





2According to despatch 44 from Tehran, July 18, Mosadeq had not yet decided 
that he would conduct a referendum on the dissolution of the 17th Majlis, but, 
rather, that he would hold elections for a new and completely amenable Majlis. 
(788.00/7-1853) 





No. 335 


Eisenhower Library, Dulles papers, “Telephone Conversations” 


Memorandum of Telephone Conversation, by the Secretary of State 


[WASHINGTON,]| July 24, 1953—10:55 a. m. 
TELEPHONE CONVERSATION WITH ALLEN W. DULLES 


The Secy called and said in your talk about Iran yesterday at the 
meeting! you did not mention the other matter, is it off? AWD said 
he doesn’t talk about it, it was cleared directly with the President, 
and is still active. 

The Secy asked if that relieved us of trying anything else, or if 
there was any alternative. AWD is getting up a paper,” a hint from 
the Department that we are deeply disturbed at the apparent ac- 





‘Not further identified. 
2A copy of this paper is in lot 58 D 776, “Iran 53-55.” 
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quiescence, etc. might help, there is sufficient evidence on the 
thing, he quoted a statement about the riots in which Mossadegh 
said you cannot crush the will of the people, look what happened in 
China. 

His paper will be an outline of things that have happened and it 
would benefit the project if we express apprehension because he is 
leaning more and more on Tudeh. The Secretary remarked that he 
hasn't any other place to lean. AWD said it is moving along reason- 
ably well but the young many [man] may pull out at the last 
minute, he is an unaccountable character but the sister has agreed 
to go. 





No. 336 
788.00/7-2553: Telegram 


The Chargé in Iran (Mattison) to the Department of State’ 


SECRET TEHRAN, July 25, 1953—2 p. m. 
163. Following is analysis current position Mosadeq Government: 
1. Mosadeq unsure as yet how to exploit July 21 demonstrations. ? 

Has not yet shown his hand. There are indications, however, that 

he not adverse to using demonstrations as means emphasizing 

Tudeh danger to Western world. 

2. Mosadeq uncertain as to future course for number of reasons: 


a. Eisenhower-Mosadeq exchange. 

b. Continued absence Ambassador Henderson and uncertainty 
date return. 

c. Fact that “negotiations” with USSR have not caused evideiwe 
alarm on our part, and have not so far produced any concrete 
result that could be publicly exploited. 

d. Extreme Tudeh strength displayed at July 21 demonstrations. 

e. Domestic economic ills. 


3. There are indications that above factors (principally Eisenhow- 
er-Mosadeq exchange) have made some of Mosadeq’s supporters 
hesitate and question to themselves whether they should continue 
support. There has been no open doubt expressed but hesitation is 
evident particularly among more moderate supporters. 





‘Repeated to London and Salzburg for Ambassador Henderson. 

*Chargé Mattison reported in telegram 142, July 22, that the Tudeh demonstra- 
tions the previous day were large and well-organized, and that the Tudeh masses 
displayed a high degree of discipline. (788.00/7-2253) The Embassy also transmitted 
a review of the demonstrations to the Department in despatch 56, July 24. (788.00/ 
71-2453) 
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4. In belief, situation continues uncertain. If present trends per- 
sist over a period of time whereby each step Mosadeq takes gradu- 
ally increases his dependence on Tudeh, results too obvious to need 
elaboration. 

MATTISON 





No. 337 
Exsenhower Library Dulles pagers Telephone (on versat rons 


Memorandum of Telephone Conversation, by the Secretary of State 


[WasHincTon,] July 25, 1953—12:52 p. m. 
CONVERSATION WitrH FRANK WISNER 


Mr. Wisner called with reference to the factual sheet that had 
been sent over on Iran' (AWD at Quantico) and wanted to know 
whether we needed anything by way of clarification? The Secretary 
said he had not been too sure why it was sent him, and Mr. Wisner 
said he understood it was the result of telephone conversation be- 
tween the two Dulles’ yesterday.” 

He stressed that the statement is actually factual and would 
have quite an impact. The Secretary asked whether it was their 
idea that State or CIA put it out, and Wisner said whatever the 
Secretary wished. He planned to call Arthur Krock, but knew that 
he was also a friend of the Secretary's and thought he might like to 
do so. 

The Secretary will look over the statement again and let Mr. 
Wisner know (Wisner is going to his farm at 2 p. m. but whoever is 
at his extension wil! be prepared to take it from there, he will! have 
talked to Krock in the meantime). 

He felt that if we got it out today it could be in the Monday 


morning papers.* 





‘See footnote 2, Document 335 
*See Document 335. 
*For a published version of this paper, see Newsweek, Aug. 10, 1953, p. 36 
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No. 338 
Exernihower Library Dulles paper “Telephone (onverastions 


Memorandum of Telephone Conversations, by the Secretary of State 


[Wasuincton,) July 28, 1953—9-08 a. m. and 10:10 a. m. 


TeLerHone Conversations Wirrn Aten W. Dutizs—IRan 


The Secretary telephoned his brother and asked if he wanted to 
bring this up at press conference.’ AWD said he worked yesterday 
with State people on a draft. It has his enthusiastic approval as 
well as those on the other end. 
not willing to go quite as far—do the» ‘snow about this? Yes, Jerne- 
gan and Byroade both know about it. 

The Secretary called his brother ai,uin about the wording of the 
statement “any further aid to Iran”, what did it mean, increase or 
threat to cut it off entirely? AWD said that was the point of using 
the word, the Secretary thought it would be more tricky when 
translated, AWD defers to his judgment in the light of the Eisen- 
hower letter. 





'Presumably a reference to Secretary Dulles’ statement made later that day at a 
press conference, see infra 





No. 339 
Editorial Note 


Secretary Dulles held a press conference on July 28. In response 
to a reporter's question about the growing strength of the Tudeh 
Party in Iran, the Secretary replied as follows: 

“Recent developments in Iran, especially the growing activity of 
the illegal Communist party, which appears to be tolerated by the 
Iranian Government have caused us concern. These developments 


make it more difficult for the United States to give assistance to 
Iran so long as its government tolerates this sort of activity.” 


The text of the Secretary's statement is printed in Department of 
State Bulletin, August 10, 1953, page 178. 
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No. 340 


611 BAS 1153 


Memorandum of Conversation, by the Officer in Charge of Iranian 
Affairs (Stutesman/* 


CONFIDENTIAL WasHINGTON, August 11, 1953. 


: Iranian Concern over Apparent Cooling Relations between 
Iran and the United States 
Participants: The Iranian Ambassador 
Mr. John D. Jernegan, NEA 
Mr. John H. Stutesman, Jr., GTI 


The Iranian Ambassador, at his request. called upon Mr. Jerne- 
gan at 11:30 a. m. August 11. He said that he was disturbed by the 
development of what appeared to him to be a somewhat unfriendly 
United States attitude toward Iran as evidenced by recent state- 
ments by the Secretary* and the President.* He discussed in some 
detail these statements and the political situation in Iran. He con- 
cluded by requesting that even though it might not be possible for 
the U.S. Government to give additional assistance to Iran, never- 
theless he hoped that at least it would do nothing “injurious” to its 
relations with Iran. 

Mr. Jernegan said that the U.S. Government seemed to face a di- 
lemma in Iran. He recalled the President's statement that it would 
be hard for the United States to give additional aid to Iran when 
the Iranians do not utilize their own resources. He reviewed our at- 
tempts to settle the oil dispute and pointed out that there seemed 
to remain only the compensation question to be settled. Ambassa- 
dor Saleh replied that we should not expect Mosadeg to “reward” 
the British for having been in Iran. He said that the \'nited States 
must not stick upon the compensation question, which he seemed 
to feel would never be settled amicably between Mosadeq and the 
British, but should concentrate upon the larger question of pre- 
venting Iran from falling into communist hands. He offered, how- 
ever, no other suggestions than giving additional United States aid 
to the Mosadeq government and making friendly gestures as often 
as possible. 





'Drafted by Stutesman on Aug. 13. 

*See supra. 

*According to telegram 312 to Tehran, Aug. 5, the press was carrying the text of a 
speech that President Eisenhower delivered in Seattle on Aug. 4 to the US. Gover- 
nors, in which he said that Mosadeq had “moved toward getting rid of his parlia- 
ment and of course he was in that move supported by the Communist party of 
Iran.” (788.00/8-553) 
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No. 341 


TRH OO 8-1253 Telegram 


The Chargé in Iran (Mattison) to the Department of State’ 


SECRET PRIORITY Tenran, August 12, 1953—1 p. m. 

300. Embassy estimate current Iranian situation follows: 

1. With completion country-wide referendum organized on 
ground “popular will” above constitution,? Mosadeq will eliminate 
Majlis which aside from press last remaining forum for opposition. 
Action will graphically demonstrate truism of his regime that as 
opposition and discontent have mounted, Mosadeq has moved 
steadily in authoritarian direction using technique of mobocracy to 
maintain his hold on power and to eliminate influence Shah.* Em- 
bassy thinks following dissolution Majlis Mosadeq will clamp down 
in manner designed neutralize present open parliamentary oppo- 
nents. Action taken by police in raiding and removing printing 
equipment of opposition newspaper could foreshadow procedures 
against any paper in future daring assail regime. Hence if opposi- 
tion figures such as Kashani take religious asylum on issue decla- 
rations against Mosadeq, no means would be available in Iran for 
public to be informed. 

2. While Mosadeq appears clearly embarked upon personal au- 
thoritarian rule, at same time he confronted with several internal 
weaknesses that could make his role progressively more difficult. 
Prime Minister's continued appeals to street, culminating in refer- 
endum, dangerous expedient which could boomerang against him. 
While he heads authoritarian regime, he lacks any real authoritar- 
ian organization aside from armed forces. Mosadeq may seek to uti- 
lize Tudeh machinery as partial compensation for this. It clear 
Prime Minister making careful play for Tudeh support. One small 
example illustrative in that he covertly authorized issuance at 
least forty passports to Tudeh members attend Bucharest Youth 
Congress. Non-Communist Government followers believed jarred 
despite their adherence Mosadeq, by US official statements of re- 
gimes association with Tudeh. As they increasingly realize truth 





‘Transmitted in two sections; repeated to London and Beirut for Ambassador 
Henderson 

*According to despatch 99 from Tehran, Aug. 14, the voting returns from Mosa- 
deq's referendym on the 17th Majlis in Tehran were nearly tabulated, with 166,607 
favoring dissolution and 116 opposed. With 98 percent of the returns counted in the 
provinces, 2,350,000 favored dissolution and 700 opposec'. (788.00/8- 1453) 

*The Embassy in Tehran reported on Aug. 15 that pross sources were saying that 
Prime Minister Mosadeq sent a letter to the Shah requesting the issuance of a 
Royal Decree to commence elections to the 18th Majlis, since the 17th had been dis- 
solved by the referendum. (Telegram 326; 788.00/8-1553) 
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this fact, become discomfited by American attitude toward regime 
and by Prime Minister's efforts associate with USSR, even if only 
for maneuver purposes, dissatisfaction could mount once again 
within government ranks. Embassy receiving reporte that third 
force party in dispute over whether it should continue align itself 
with government in view latter's cooperative attitude toward 
Tudeh. Lastly, although this may be peering too far ahead under 
Iranian conditions, it difficult to see how Mosadeq could, even 
through most careful handpicking, evolve new Majlis which would 
remain completely subservient to him under all circumstances or 
at time when he might truly require ite support Example of Seven. 
teenth Majlis election, when presumably only Mosadeq's supporters 
were to be selected as favored candidates, illustrative 

3. Although Iran's economic and financial situation continues de 
teriorate, several avenues are open which might enable govern 
ment remedy situation on short-term basis Government has thus 
far refrained from utilization gold reserves largely through fears 
opposition would be given effective weapon and adverse paychologi. 
cal effect on population as whole With reinforcement Prime Minis 
ter’s political position as result referendum, these fears lessened 
However, government still inclined utilize gold only as last resort 
stave off acute financial crisis Brightest spot in present situation is 
export prospects, particularly carpets, rice and barley Government 
estimates exports may be increased as much as 50 percent by 
volume over last year, thus providing exchange necessary financing 
essential imports. Third factor which may ease situation is appar 
ent Soviet willingness expand barter trade with Iran and make 
some concessions on Iran's financial claims against USSR If USSR 
makes available some gold or dollars claimed by Iran, believe Gov 
ernment would have no hesitation utilizing these for current ex: 
penses. However, increased reliance on USSR would doubtless 
entail reciprocal concessions in political realm by Iran Thus far, 
real financial pinch felt principally by salaried class, chiefly civil 
servants. Laboring class, as shown by spot strikes, increasingly af. 
fected. Government could by additional printing bank notes in 
crease civil servants salaries and diminish inflationary effect this 
action by utilizing some of gold reserve for imports and increasing 
imports from USSR. If government fully exploits possibilities of uti- 
lizing gold reserves, increasing exports and expanding trade with 
USSR acute financial crisis may be averted for indeterminate 
period. 

4. At present Mosadeq regime appears face future challenge from 
two potential sources: From split within itself over unforeseen 
future issues and from armed forces. Position of latter is imponder- 
able as described service attachés estimate ‘control of armed forces 
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of ran” (OARMA, Tehran M-175, August 10),* while Bibassy be 
lievee for near fulure achimatic factors within regime may lack 
sufficient strength manifest themaelves Any tactic of potential op 
position in boring from within regime would take some time On 
thie point, however it should be emphasised that Tudeh hae con 
sistently followed thie tactic with increasing evcceme among Masa 


Tudeh It believed that deterioration of country. Tudeh infiltration 
state administration. and growth discontent at all levele population 
make thie rationale untenable today Embassy thinke under cur 
rent conditions so long as security forces remain eubstantially un 
affected by Tudeh infiltration, deapite latter's program designed 
capture civil authority, that these forces, together with nonCom. 
munist elements in Iran. still could offer alternative to Mosadeq 
other than Tudeh Party 

Marrison 


‘Not found in Departm ont of State files 
No. 442 


The Charge in Iran (Mattison) to the Department of Si ite’ 


RESTRICTED NIACT Tenran, August 16, 1953—9 a m 


331. At early hour this morning Embassy received reports of con. 
fusing nature to effect that Shah had issued decree removing Mosa. 
deq as Prime Minister and that resultant activity had involved var- 
jous troop movements and arrests in Tehran At 7 a m. Radio 
Tehran announced coup d etat against Mosadeq government had 
been attempted last night and had been successfully thwarted by 
government Information received by Embassy at about same time 
tended confirm fact government had situation under control 

ARMISH has been informed General Riahi, Chief of Staff, under 
orders Prime Minister has arrested three of five brigade command 
ers Tehran garrison and General Kiani, Assistant Chief of Staff. 
Meeting at Iranian officers club now in progress presided by Gener- 
al Riahi attended by general officers. 

MATTISON 


‘Repeated to London and Beirut for Ambassador Henderson 
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No, 343 


sme Ve tog: oe 


The Charge in Iran (Mattiaon) to the Department of State' 


ReeTRCTED =©=—|(NIACT Tennan, Auguet 16, 1958—l0 a m 

S34 Embassy received unconfirmed report from good source 
Shah in dismissing Mosadeq imeued royal decree appointing Gener 
al Zahedi Prime Minister Reporte aleo received Acting Minister 
Court Amini and other court officials arrested thie morning 

Up to 990 a m. city appears calm, extra police on duty, with 
tanke and truck loade security forces around royal palaces and 
Prime Minister's residence Embassy eyewitness reporte seeing or 
derly crowd approximately 200 proceeding toward Haharestan 
Square waving Iranian Mage 

Prime Minister's office phoned Embassy © 45 a m advising Em 
bassy and Point IV close as trouble expected Appropriate instruc 
tions imsued 

Rumors now prevalent and received by varied Embassy sources 
to effect alleged coup inspired by government Reasoning behind 
this general impression is this action necessary give Mosadeq 
excuse move against Shah 

MATTIBON 


‘Repeated to London and Beirut for Ambassador Henderson 


No, 344 


i ; Teleg? a 


The Charge in Iran (Mattison) to the Department of State’ 


RESTRICTED NIACT Tenran, August 16, 1955-5 p m 


342. Late morning August 16, correspondents Donald Schwind. 
Associated Press, and Kenneth Love, New York Times, went to 
hills north of Tehran at request son of General Zahedi for confer 
ence. Zahedi not present, but son showed signed decree from Shah 
and gave photostats of it to newsmen 

Decree, signed by Shah, dated Thursday, August 15, 1953, said 


“View of fact situation of nation necessitates appointment of an 
informed and experienced man who can grasp affairs of country 
readily, | therefore, with knowledge | have of your ability and 


‘Repeated to London and Beirut for Ambassador Henderson 
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merit, appoint with thie letter Prime Minister. We give into 
your hands duty to improve affairs of the nation remove 
present criaiw and raise living standard of people.” 


Zahedi's son said father naturally in hiding; that coup not in- 
tended, that Colonel Nasari went to Prime Minister's home this 
morning with soldiers to present this decree to Mosadeq and was 
arrested by guards 

Translator US Embassy, well acquainted with Shah's signature 
because previous employment, saw photostat and declared belief 
Shah's signature genuine 

MATTIBON 


No. 345 


em. 1 Teheran 


The Ambassador in Iraq (Berry) to the Department of State' 


TOP SECRET = PRIORITY Bacupan, August 17, 1953—7 a. m. 


02. For Under Secretary—no distribution. Shah of Iran expressed 
to Iraqi Government desire to meet me.” In order to provide De- 
partment with first hand account of recent Iranian events as Shah 
sees them, and recalling his basic pro-western attitude and Depart- 
ment's policy of supporting him, | called quietly at 9:30 last 
evening at Iraqi official guest house where he is staying. | found 
Shah worn from three sleepless nights, puzzled by turn of events, 
but with no bitterness toward Americans... . 

Shah stated that in recent weeks he had felt increasingly that he 
would have to take action against Mosadeq as the latter became 
bolder in flouting Iranian Constitution. Therefore, when a fortnight 
ago it was suggested that he sponsor a military coup he accepted 
the idea. However, in giving it more thought he decided that such 
action as he took must be within the framework of his constitution- 
al power, hence, not a coup. Thus, .. . decided to appoint General 
Zahedi as Prime Minister in place of Mosadeq. After being assured 
that everything was arranged and that there was no possibility of 
failure, he left Tehran for his Caspian Palace in order to put Mosa- 
deq off guard and from there three days ago sent letter of appoint- 
ment of General Zahedi to Tehran with a trusted Iranian Colonel. 
The letter was delivered to General Zahedi and he was to choose 


‘Repeated to Tehran 

“According to telegram 90 from Baghdad, Aug. 16, the Shah and Queen arrived in 
Baghdad that morning following the apparent failure of an army coup d état against 
the Mosadeq government. (788.11/8-1653) 
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the timing and method for informing Mosadeq. The Shah expected 
action would take place that very day. But no action took place, ap- 
parently because message arrived too late in day, and no action 
took place the following day, apparently because it was a holiday. 
On the third day Mosadeq by some means had been alerted and 
had had the time to take successful countermeasures so that when 
the Colonel arrived at Mosadeq's house he was himself arrested. 

This morning the Shah left his Caspian Palace in a Beechcraft 
with a pilot, one Palace official and his Queen and landed in Bagh- 
dad at 10:15. King Faisal returned from Jordan at 11:00. This after- 
noon the Shah called upon King Faisal and King Faisal returned 
the call, offering hospitality, but, lacking the supporting presence 
of his uncle who is in Cairo, seeming somewhat overpowered by 
events. 

The Shah said that he will have to issue a statement very soon 
and possibly tomorrow. He needs, however, to be informed of the 
situation in Tehran... . He will try to hold off giving out a state- 
ment until he gets advice, but the pressure to issue is great and 
mounting. He is thinking of saying in his statement that three 
days ago he dismissed Prime Minister Mosadeq and appointed Gen- 
eral Zahedi as Prime Minister, taking his action because Mosadeq 
had continually violated the constitution. As he himself had sworn, 
upon ascending the throne, to respect and uphold the constitution, 
he had no choice, but to remove the Prime Minister of a govern- 
ment acting unconstitutionally When it was apparent that his 
orders were not being followed, he left the country to prevent 
bloodshed and further damage. He is ready to return when he can 
serve the Iranian people and in the meantime prays for the inde- 
pendence and safety of Iran and that all true [ranians will never 
allow their country to fall under the control of the illegal Tudeh 
Party. 

The Shah said that he is utterly at loss to understand why the 
plan failed. Trusted Palace officials were completely sure of its 
succeeding. .. . Now he needs information and advice upon his 
next move. He said that he thought that he should not stay here 
more than a few days, but would then go to Europe and he hoped 
eventually to America. He added he would be looking for work 
shortly as he has a large family and very small means outside of 
Iran. I tried to boost his morale by saying that I hoped that soon he 
would return to reign over his people for whom he had done so 
much, but he replied that Mosadeq was absolutely mad and insane- 
ly jealous, like a tiger who springs upon any living thing that it 
sees moving above him. Shah believes Mosadeq thinks he can form 








748 FOREIGN RELATIONS, 1952-1954, VOLUME X 


a partnership with the Tudeh Party and then outwit it, but in so 
doing Mosadegq will become the Dr. Benes of Iran. 


BERRY 
No. 346 
7RR.O0/R- 1858 
Memorandum by the Under Secretary of State (Smith) to the 
President 
TOP SECRET [WASHINGTON,]| August 18, 1953. 


The attached message’ is self-explanatory and will give you the 
Iranian situation in a nutshell. The move failed because of three 
days of delay and vacillation by the Iranian generals concerned, 
during which time Mosadeq apparently found out all that was hap- 
pening. Actually it was a counter-coup, as the Shah acted within 
his constitutional power in signing the firman replacing Mosadegq. 
The old boy wouldn’t accept this and arrested the messenger and 
everybody else involved that he could get his hands on. We now 
have to take a whole new look at the Iranian situation and prob- 
ably have to snuggle up to Mosadeq if we're going to save anything 
there. I daresay this means a little added difficulty with the Brit- 
ish. 

WBS 





‘According to information on the source text, the message attached for the Presi- 
dent's consideration was telegram 92, supra. 


No. 347 
TRR.OO/R-185N Telegram 


The Ambassador in Iran (Henderson) to the Department of State! 


SECRET NIACT TEHRAN, August 18, 1953—10 p. m. 


384. 1. My talk with Mosadeq this evening lasted one hour. He 
received me fully dressed (not pajama clad) as though for ceremoni- 
al occasion. He was as usua! courteous but I could detect in his at- 
titude certain amount smoldering resentment. Usual exchange 
amenities after which I expressed sorrow at chain events since my 
departure over two months ago, adding I sorry see Iran apparently 





'Transmitted in three sections; repeated to London. Ambassador Henderson re- 
turned to Tehran on Aug. 17. 
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even worse off politically and economically than it was then. He ac- 
knowledged my statement with sarcastic smile and there lull in 
conversation. 

2. I remarked | particularly concerned increasing number at- 
tacks on American citizens. After Shiraz incident he had issued in- 
structions to law enforcement agencies which had afforded high 
degree protection to American nationals. Unfortunately law en- 
forcement agencies appeared again to be becoming lax. Every hour 
or two I receiving additional reports attacks on American citizens 
not only in Tehran but also other localities. 

8. He said these attacks almost inevitable. Iranian people 
thought Americans were disagreeing with them and, therefore, 
were attacking Americans. I said disagreements no reason for at- 
tacks. He replied Iran in throes revolution and in revolutionary 
stress and strain it would require three times as many police as 
exist to afford full protection to American citizens. I should remem- 
ber that in American Revolutionary times when Americans wanted 
British out, many Britishers in US were attacked. I said if Iranians 
wanted Americans out individual attacks not necessary. We would 
go en masse. He said Iranian Government did not want Americans 
leave but some individual Iranians did and, therefore, were attack- 
ing them. I replied Chiefs of American military mission, American 
gendarmerie mission, and TCI had informed me today that Iranian 
officials with whom they dealt had assured them they were anxious 
that these missions continue to function in Iran. These missions 
could be assured of maximum cooperation from Iranian authorities. 
These chiefs had also told me that at no time had they been receiv- 
ing more full and effective cooperation from Iranian authorities 
than at present. I had refrained from informing Washington of this 
situation until I could taik with him. I wanted to know what his 
present attitude was re these American aid missions and also re 
giving adequate protection to members these missions. It did not 
make sense for certain Iranian authorities to insist that these mis- 
sions remain in Iran while members of these missions were subject 
to insults and attacks from gangs of hoodlums. 

4. Prime Minister said he sure law enforcement agencies doing 
all possible give protection. | disagreed and read to him excerpts 
various memoranda which I had received from members American 
aid missions during course of day, some of which indicated that 
police were passive while they were being attacked. He said he 
wished assure me that he desired aid missions to stay. He thought 
they were performing valuable services and would look further into 
matter protection of their members. 

5. After another lull I told him I would be grateful if he would 
tell me confidentially for use my government, just “hat had hap- 
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pened during recent days. US Government interested with respect 
both events and legal situation. He chose interpret my remarks as 
reference to President's letter to him last July. He reminded me 
that we had had agreement to effect existence these letters would 
be confidential and exchange would not be published unless US 
reply would be favorable. He maintained American officials either 
in Washington or in Tehran had directly or indirectly deliberately 
leaked information to pro-British Iranian press re this exchange 
and against his will US had insisted on publishing notes. He said 
he had actually never consented to their publication and was as- 
tonished to receive letter from Embassy expressing appreciation his 
willingness that exchange be published. When he saw US Govern- 
ment was determined to publish, he had finally insisted previous 
messages exchanged last January between him and President-elect 
be also published. I told him it had been my understanding leak 
had occurred in his office and in view distorted public version of 
President's letter unfavorable to US, US Government had there- 
upon insisted exchange be published. He denied heatedly Iranians 
had been guilty of leaks. No Iranian except himself and Saleh, US 
Embassy Iranian assistant and interpreter, had been aware of ex- 
istence these letters. He had kept them among his own private 
papers, not in office files. I intimated I not sure his private papers 
were kept in manner which would prevent clever agents having 
access to them. I also pointed out there were certain modern hear- 
ing devices which might result in knowledge this kind falling into 
possession of agents parties hostile both to Iran and US. He contin- 
ued insist certain Americans had deliberately leaked in order that 
public knowledge of contents of President's letter might weaken his 
government. I told him that I knew that exchange had been han- 
dled in US and Tehran in most discreet manner by trusted officials 
and I sure no US leak. 

6. Mosadeq then outlined events which led to dissolution Majlis. 
His narrative in general line with information already furnished 
Department by Embassy. He maintained however that 30 members 
Majlis had been bought outright by British. Only 40 votes had not 
been bought. Ten of these 40 votes could easily have been pur- 
chased for 100,000 tomans and when he learned that negotiations 
were in progress to complete such purchasing operation he decided 
that British-purchased Majlis was unworthy of Iranian people and 
should be eliminated. He ased me if I had any comments to make 
regarding his dissolution Majlis. 

7. I reminded him he inviting me comment on Iran internal af- 
fairs. I realized it not usual for comments of this kind to be offered 
by foreign diplomat. Nevertheless he would recall that during some 
of our past conversations I had overcome my scruples in this re- 
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spect. I said only comment which I wished to offer at this point was 
that it seemed to me unfortunate for Iran and no compliment Ira- 
nian people that Government of Iran apparently could not be based 
on a Parliament. Iran was in most dangerous international position 
and I thought it would be more secure if all organs provided for in 
Iranian constitution could be functioning with at least certain 
degree of harmony. 

8. I told him I particularly interested in events recent days. I 
would like to know more about effort replace him by General 
Zahedi. He said on evening of 15th Col. Nasiri had approached his 
house apparently to arrest him. Col. Nasiri himself, however, had 
been arrested and number other arrests followed. He had taken 
oath not try to oust Shah and would have lived up this oath if 
Shah had not engaged in venture this kind. Clear Nasiri had been 
sent by Shah arrest him and Shah had been prompted by British. 

9. I asked Mosadeq if he had reason believe it true Shah had 
issued firman (decree) removing him as Prime Minister and ap- 
pointing Zahedi in his place. Mosadeq said he had never seen such 
decree and if he had it would have made no difference. His position 
for some time had been that Shah’s powers were only of ceremoni- 
al character; that Shah had no right on his personal responsibility 
issue firman calling for change in government. I said I particularly 
interested in this point, and I would like to report it carefully to 
United States Government. Was I to understand (a) he had no offi- 
cial knowledge that Shah had issued firman removing him as 
Prime Minister, and (b) even if he should find that Shah had issued 
such firman in present circumstances he would consider it to be in- 
valid? He replied “precisely”. 

10. Before departing I told Mosadeq that during 24 hours since 
my return Tehran, members American official family here had re- 
ceived intimations from various Iranian authorities which caused 
me believe some Iranian officials suspected Embassy harboring Ira- 
nian political refugees. I would like tell him point blank this 
untrue. My present policy in this respect was as follows: (a) if polit- 
ical refugees should endeavor to enter Embassy, efforts would be 
made to stop them; (b) if they should succeed in entering com- 
pound, efforts would be made to persuade them to leave voluntari- 
ly; (c) if they should refuse to leave voluntarily, it my intention to 
notify Iranian authorities that persons had taken refuge in Embas- 
sy and that I was telegraphing my government for instructions. 

11. Mosadeq thanked me for my statement and said he would 
like add statement of his own. In case any Iranian political fugi- 
tives would take refuge in Embassy, he would like Embassy keep 
them there. I asked if in such event Iranian Government prepared 
defray expenses for lodging and food or whether he would expect 
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this to come out of Point IV funds. He said Iranian Government 
would be glad, despite limited budget, pay expenses these refugees. 
12. Mosadeq seemed to be in much better frame of mind when I 
left him. Nevertheless, from his unusual reserve I inclined believe 
that he suspicious United States Government or at least United 
States officials either implicated in effort oust him or sympatheti- 
cally aware of such effort in advance. His remarks to me were 
interspersed with number little jibes which, although semi-jocular 
in character, were, nevertheless, barbed. These jibes in general 
hinted that United States was conniving with British in effort 
remove him as Prime Minister. For instance, he remarked at one 
point national movement was determined remain in power in Iran 
and it would continue to hold on to last man, even though all its 
members would be run over by British and American tanks. When 
I raised my eyebrows at this remark, he laughed heartily. 
13. Hope special care be taken prevent leaks contents this mes- 
sage. 
HENDERSON 


788.00/8-2053: Telegram 


The Ambassador in Iran (Henderson) to the Department of State 


CONFIDENTIAL NIACT TEHRAN, August 20, 1953—noon. 


419. 1. Too early as yet to furnish precise detailed report of 
events last 36 hours. Nevertheless we shall attempt herein give 
preliminary outline assessing flow of events in light such kr wi- 
edge at present available to us. 

2. Evening August 18 break appeared to take place between Com- 
munist-controlled Tudeh and Mosadeq regime. Apparently Tudeh 
partisans began demonstrating on streets without having obtained 
usual appropriate clearance from Mosadeq and engaged in acts vio- 
lence. Mosadeq ordered streets cleared and cessation of demonstra- 
tions. For first time in several months serious fighting took place 
between security forces and Tudeh. 

3. Morning August 19 supporters Shah had arranged pro-Shah 
demonstration for purpose of showing sentiment continued exist in 
country for him. This demonstration began in small way in bazaar 
area but initial small flame found amazingly large amount combus- 
tible material and was soon roaring blaze which during course of 





1Transmitted in three sections; repeated to London, Rome, Dhahran, and Bagh- 
dad. 
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day swept through entire city. Security forces sent to put down 
demonstration refused to resort to violence against crowd some 
joining demonstrators and others remaining passive. As crowds in- 
creased in volume in various parts city they destroyed offices of 
those newspapers which during recent days had been most scurri- 
lous in their attacks on Shah including most violently pro-govern- 
ment and pro-Communist organs. One of first strategic points 
seized was Office of Posts and Telegrams which was used in send- 
ing messages to stir up whole country. From center city huge 
crowds commandeered vehicles of all kinds and rushed northward 
engulfing Tehran Radio Station. Members of Embassy had good op- 
portunity observing character these crowds at this time. They were 
primarily civilians interspersed with members Security Forces 
some of whom bore arms. Crowds however appeared to be led and 
directed by civilians rather than military. Participants not of hood- 
lum type customarily predominant in recent demonstrations in 
Tehran. They seemed to come from all classes of people including 
workers, clerks, shopkeepers, students, et cetera. Crowds seemed to 
be imbued with strange mixture resolution and gaiety. Holiday 
mood which seemed to prevail did not prevent execution of grim 
missions which on at least two occasions resulted in loss life. De- 
fenders radio station failed to put it out commission. By early after- 
noon it was effective means of maintaining high morale of demon- 
strators and of transforming their enthusiasm. 

4. In early part of day attacks made by demonstrators against 
House Prime Minister and against General Staff were repulsed 
with some loss life. Later in day, however, despite resistance de- 
fenders Prime Minister’s house overrun and gutted. Apparently he 
had in meantime, escaped and gone into hiding. Shortly before 
night-fall General Staff offices fell into possession Zahedi Govern- 
ment? and General Batmangilich assumed his duties as Chief of 
Staff. Almost simultaneously General Zahedi occupied desk in 
Prime Minister’s office which had not been used by Mosadegq. 

5. Considerable concern up to night-fall regarding what attitude 
commanders of military units in suburbs Tehran might take. Some 
fear lest under orders General Riahi Mosadeq’s Chief of Staff they 
would descend on city during night and retake it on behalf Mosa- 
deq. Also rumors afloat that Tudeh was preparing “show its hand” 
after public enthusiasm pro-Shah crowds had worn itself out and 
they had dispersed. When, however, Batmangilich assumed duties 
Chief of Staff it would seem all army units in vicinity Tehran auto- 
matically began taking orders from him. It then became possible 
for orders to be issued clearing streets and proclamation 8 o'clock 





2The Zahedi government came to power the previous day, Aug. 19. 
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curfew. Since 8 p.m. last evening strict law and order has pre 
vailed. Plans to arrest prominent members Tudeh party early this 
morning seem to have failed as result of inefficiency of police. 
Tudeh reputed to be gathering for counterattack this morning. Se- 
curity forces being assembled to thwart this counter move. Out- 
come this struggle extremely important for security city and future 
Iran. 

6. At this moment no reliable news from provinces. Unconfirmed 
reports, however, would indicate most of Iran is at present under 
control of forces new government. According one report some re- 
sistance Isfahan. More information this respect will be included in 
subsequent factual telegrams. 

7. Not only members Mosadeq regime but also pro-Shah support- 
ers amazed at latter’s comparatively speedy and easy initial victory 
which was achieved with high degree spontaneity. Among factors 
believed responsible for this are following: 


a. Iranian ~¢ of all classes were disgusted at bad taste exhib- 
ited by anti-S elements suggesting Mosadeg. For instance, they 
were outraged when gangs of hooligans bearing red flags and 
wr wong | Commie songs began tearing down statues of Shah and 
father, breaking into houses and —— for purpose destroying 
Shah’s pictures, etc. They were repell by vituperative language 
employed by Foreign Minister Fatemi and by Iranian newspaper 
editors in attacking Shah. 

b. Iranian people of all classes in general also worried by what 
seemed to be at least temporary alliance between Mosadeq and 
Tudeh. They were alarmed at seeing thousands of Tudeh demon- 
strators whom they regard as agents Soviet Union marching 
openly arm-in-arm through streets denouncing Shah and Western 
countries particularly US. Tudeh clearly overplayed hand by caus- 
ing Iranian ple believe latter had to choose between Mosadeq 
= Soviet Union on one hand and Shah and Western world on 
other. 

c. Iranian people had become thoroughly tired of stresses and 
strains of last two They yearned for period of quietness 
which would give them chance to improve their economic and 
social status. Many had lost hope of improving their conditions 
under Mosadeq. 

d. Rupture which had taken place between Mosadeq regime and 
Tudeh on evening August 18 prevented effective cooperation on 
morning August 19 between these two anti-Shah forces in facing 

ro-Shah demonstrators. Tudeh was conspicuously absent all day. 
fe possible that Tudeh leaders were sure that during course of day 
they would be called upon by Mosadeq regime come to its assist- 
ance. However, once demonstrations got underway Mosadeq regime 
not in position ask for such help. 

e. Most armed forces and great numbers Iranian civilians inher- 
ently loyal to Shah whom they have been taught to believe is 
symbol of national unity as well as of stability of country. Army in 
particular extremely friendly US partly as result fear of strong 
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ians had become convinced that Mosadeq’s policies prevented close 
American-lIranian cooperation and that only under Shah's leader- 
ship could that cooperation be maintained. 


(8. As already pointed out crowds although intensely savage at 


Bureau. No shouts of “Yankee go home” no Americans stoned. 
Point Four Tehran Regional Office (not General Office) rear Mosa- 
deq's house at which he had taken temporary refuge during dem- 


all autos turn on headlights as symbol support for Shah and that 
they display picture Shah. Naval attaché’s car stopped by crowds 
which demanded he display Shah’s picture. When he placed on 
windshield bank note containing Shah's picture crowds applauded 
and laughed.* 


HENDERSON 





*The Department, in telegram 606 to Rome, Aug. 20, informed the Embassy that 
it was authorized to provide the Shah with the substance of telegram 419 from 
Tehran. (788.00/8-2053) According to telegram 571 from Rome, Aug. 18, the Shah 
arrived in Rome from Baghdad in the early afternoon of Aug. 18 (788.11/8-1853) 


No. 349 
Evsenhower Library, Emxenhower papers. Whitman file 


Memorandum by the Acting Director of Central Intelligence (Cabell) 
to the President 


SECRET [WASHINGTON,]| undated. 

An unexpectedly strong upsurge of popular and military reaction 
to Prime Minister Mossadeq’s Government has resulted, according 
to late dispatches from Teheran, in the virtual occupation of that 
city by forces proclaiming their loyalty to the Shah, and to his ap- 
pointed Prime Minister Zahedi. 

Mossadeg and his Chief of Staff Riahi were reported still en- 
sconced in their respective headquarters but cut off from communi- 
cations which are in control of the royalist forces. The city ap- 
peared to be generally under control of royalist forces although 
some Mossadeq supporters were reportedly still on the streets. The 
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royalists in Teheran were using the communications systems to 
urge the people and the Army to rise to the support of t'.e Shah. 

The strategic province of Azerbaijan according to radio dis- 
patches originating from Tabriz is held by Royalists but Isfahan 
radio some two hundred miles south of Teheran has in a single 
brief announcement proclaimed itself loyal to Mossadeq. 

In this confused situation it appears that the tone and content of 
the communiques is definitely anticommunist. Tudeh overt activi- 
ty has been almost non-existent during the past critical hours. 
Should the royalists manage to take over, Tudeh will be their 
strongest and most violent opponent 

Our sources have confirmed press and radio reports that pro roy- 
alist forces in control of city of Teheran and that Zahedi has re- 
turned to city where he broadcast proclamations to the people 
promising a program of economic and social reforms. Our sources 
report huge crowds in streets of Teheran calling return of the 
Shah.* 

CP. CaBELL 


On the source text us the following handwritten comment “DDE has seen * 2! 


Ann’ C Whitman 


No. 350 


The Ambassador in Iran (Henderson! to the Department of State! 


SECRET NIACT TEHRAN, August 21, 1953—1 p. m. 

434. 1. August 20 in Tehran and apparently throughout most 
provinces opened in atmosphere relative calm. Population country 
apparently taking it for granted sue between Shah and Mosadegq 
finally settled and in general pleased with outcome. Nevertheless, 
in those circles more fully conversant situation there still certain 
amount uneasiness. Although Zahedi Government in control practi- 
cally all country, it difficult believe Tudeh would accept new situa- 
tion without counterblow. So long as Tudeh with its tough disci- 
plined organization under leaders trained in revolutionary tactics 
and in propaganda methods remained intact, it dangerous enemy 
not to be ignored. Plans to arrest in early hours yesterday known 
Tudeh leaders miscarried. Chief of Political Police blamed for fail- 
ure claiming they had gone underground. Suspicion exists, howev- 
er, that he like many other Iranian officials preferred not to take 


Transmitted in two sections; repeated to London and Baghdad 
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action which would put him at top Tudeh black list. Fear that who- 
ever has backing Iran's powerful northern neighbor would under 
laws political gravity eventually come into power too often renders 
successful execution clear cut measures eliminate subversive Com- 
munist elements difficult. 

2. Another factor contribution to uneasiness was that most dan- 
gerous Nationalist leaders still at large. Mosadeq, Fatemi, Shaye- 
gan, Hassibi and others might well be plotting with leaders Tudeh. 
Fact Fatemi still alive despite rumors August 19 his death especial- 
ly discouraging since he considered most cunning and unscrupulous 
of those around Mosadeg. It believed he in spirit vengeance would 
not hesitate help in forging working alliance of Nationalists and 
Tudeh against West. 

3. Batmangilich invited General McClure Chief ARMISH call on 
him yesterday. Latter found him, like various other military lead- 
ers, worried re army. As of yesterday morning practically no 
changes had been made in General Stat! other than removal Riahi, 
former chief. Riahi and General Mohana former Under Secretary 
Ministry Defense were under restraint occupying room next to 
Chief Staff in headquarters where they could be easily reached for 
advice and information re developments. They being treated with 
courtesy and consideration. Kiani, Deputy Chief Staff under Riahi 
who had chosen support Mosadeq continued to function until late 
afternoon. New Chief Staff not sure loyalty to new regime chief 
sections. Section heads exceptionally able officers who had been se- 
lected by Riahi. Their immediate dismissal would render it impossi- 
ble General Staff function effectively and would create deep rift in 
army at time unity extremely important. On other hand, danger 
could not be ignored yesterday morning that if counter coup d etat 
could suddenly eliminate Batmangilich, Riahi would merely need 
step across corridor to his former office and General Staff would be 
composed same personne! as those who had supported Mosadeq 
against Shah. Chief Staff although good field commander can not 
be regarded as first class desk operator. McClure found him har- 
ried and uncertain. He said he would like retain staff almost 
intact, but did not know how make sure loyalty its members. 

He apparently hoping for speedy return Shah whose presence he 
thought might strengthen loyalty officers... . Amini yesterday in 
discussing situation in General Staff most critical, described it as 
chaotic. 

3. [sic] During course yesterday situation improved considerably 
at least on surface. Fears aroused that Tudeh planning to make 
surprise counterattack proved unfounded. If Tudeh really had such 
plan it foiled by police precautions which did not permit gathering 
large crowds. Similar rumors prevalent today. Security Forces very 














758 FOREIGN RELATIONS, 1952-1954, VOLUME X 


much in evidence in more crowded sections city. Confirmation 
Riahi under detention and arrest during course yesterday of Mosa- 
deg and Shayegan contributed increased confidence in future gov- 
ernment. Certain changes also effected during yesterday and last 
night in military persennel. Riahi and Kiani reported moved from 
General Staff and sent to prison. Amini removed from position 
chief gendarmerie replaced by Golpira, a reliable gendarmerie offi- 
cer. It understood further shifts and arrests in military personnel 
will be made in near future. Situation re Qashgais still not satisfac- 
tory. Reported that gendarmerie personnel in Firuzabad being dis- 
armed by Qashgais. Reports from provinces received during course 
day also encouraging. It would appear attitude spontaneous joy pre- 
vails in larger cities and throughout countryside as that which 
marked overthrow Mosadeq’s regime in Tehran. 

4. Zahedi apparently functioning quite satisfactorily. He exudes 
confidence and is making quite good progress in restoring orderly 
government although somewhat handicapped by floods of well- 
wishing visitors including retired army officers confident that jobs 
now await them. Towards midday he announced he no longer able 
receive congratulatory visits and he now concentrating on prob- 
lems connected with formation Cabinet and filling other important 
positions. 

5. Various rumors during course yesterday re return Shah. Dif- 
ferences opinion exist in government circles re best time his 
return. Understood Zahedi would like to make sure his ability pre- 
vent disorders in Tehran before Shah makes entry. He hoped 
Tehran could be prepared receive Shah no later than August 23. 
Practically every auto in city continues carry pictures Shah and to 
keep headlights on as sign of support for him. During course of day 
numerous informal celebrations throughout town. 

6. Suggest Baghdad may use this telegram give Shah additional 
information re control Zahedi Government of country.” He should 
not be informed re other passages. 

HENDERSON 





2In telegram 615 from Rome, Aug. 20, the Embassy informed the Department and 
the Embassies in Tehran and Baghdad that the Shah was scheduled to depart Rome 
for Baghdad around midnight Rome time, arriving in Baghdad about noon on Aug 
21. (78%.11/8-2053) Ambassador Henderson informed the Department in telegram 
454, Aug. 22, that he and the other chiefs of diplomatic missions met the Shah at 
the Tehran airport late in the morning of Aug. 22. (788.00/8-2253) 
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No. 351 
a Telegran 


The Ambassador in Iran (Henderson) to the Department of State* 


SECRET NIACT TenrRAN, August 21, 1953—2 p. m. 


436. 1. Unfortunately impression becoming rather widespread 
that in some way or other this Embassy or at least US Government 
has contributed with funds and technical assistance to overthrow 
Mosadeg and establish Zahedi Government. Iranians unable believe 
any important political development can take place in country 
without foreigners being involved. Intensive propaganda in Tudeh 
newspapers prior to their disappearance and over Soviet Radio that 
US Embassy working for Shah and Zahedi against Mosadeq has 
helped create this impression. Public, therefore, in general, in- 
clined interpret various incidents or remarks as evidence American 
intervention. For instance, fact member American Embassy staff 
happened to be living in same compound in which Zahedi under- 
stood to have taken refuge has been interpreted to mean that this 
American was harboring Zahedi even though Iranian landlord who 
also resides in this compound is also being given the credit for pro- 
tecting Zahedi. Remarks by associates of Zahedi to effect Iran 
deeply indebted to Americans for success their efforts also being 
given deeper meaning than intended. Undoubtedly during struggle 
between forces Shah and Mosadeq considerable sums were expend- 
ed by both sides. Iranians living up to their old traditions have 
tendency credit foreigners with financing side which they supposed 
to be favoring. 

2. For moment at least more praise than criticism heard from 
those who believe US involved in shift of government. Nevertheless 
we doing utmost discreetly to remove this impression because (a) it 
not in US interest over long run to be given credit for internal po- 
litical developments in Iran even if those developments might be to 
Iran's advantage; (b) Zahedi’s Government will be somewhat handi- 
capped if impression continues that it creature foreigners; (c) Zahe- 
di’s Government like all governments of Iran eventually will 
become unpopular and at that time US might be blamed for its ex- 
istence. We do not believe, however, that it would serve any good 
purpose for Embassy to make formal denials. 

3. We do not believe it would serve any useful purpose as far as 
Iran is concerned for Department to deny US intervention unless it 
receives inquiries of character which would render such denial de- 





‘Repeated to London 
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sirable. It might be useful, however, if spokesman for Department 
could find suitable occasion stress in factual way spontaneity of 
movement in Iran in favor of new Government, touching upon 
some factors which according to reports received from various 
sources responsible for what has happened. In making these sug- 
gestions I realize perhaps charges already made over Soviet Radio 
are of character which cannot be ignored. Denial these charges 
would of course give Department one such occasion. W- siuknciciy 
hope means can be found either through US Government channels 
or through private American news dissemination channels for 
American and world publics to understand that victory of Shah 
was result will Iranian people. Such comments in this respect as 
are made by Department or private news agencies could be imme- 
diately useful here if disseminated by means USIA news bulletin 
and over VOA 

HENDERSON 


No. 352 
} \™ : | ' 


Memorandum by the Assistant Secretary of State for Near Eastern, 
South Asian, and African Affairs (Byroade/ to the Director of the 
Policy Planning Staff (Bowie! 


Extracts 


SECRET WASHINGTON, August 21, 1953 
Subject: Iran 
Problem 


A. How wiil the Iranian situation be affected by the recent 
change of government? 

B. What attitude should the United States take toward the 
Zahedi government? 


Discussion 


A revolution is in progress in Iran. It has deep-rooted origins in 
the wave of nationalism sweeping Asia. The old pattern of rule has 
been irrevocably shattered and any leader must shape his program 
on the basis of nationalist aspirations 

The replacement of Dr. Mosadeq by General Zahedi is not a re- 
versal of this trend. It is still too early accurately to appraise the 


'Drafted by Stutesman and approved by Richards 
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stability or character of the Zahedi government. However, his expe- 
rience as an officer under the ultra-nationalist Shah Reza, his re- 
sistance to British and Soviet policies during the war which led to 
his internment by the British, and his close identification with Mo- 
sadeq’s National Front from 1949 to 1952, support assumptions that 
he will be at least as nationalistic in outlook as was Dr. Mosadeq 
In addition to Zahedi’s personal credo, there are other forces in 
the Iranian situation which make it most unlikely that General 
Zahedi will reverse his predecessor's policies to any major extent 
He is reputed to be a realistic man who can recognize a need to 
cooperate with the West in order to obtain revenue from sales of 
Iranian oil. If he is indeed realistic he will also recognize that any 
early indication that he hopes to come to terms with the British on 
compensation would invite assassination. Prime Minister Razmara 
was killed the day after he took a decision to force a settlement 
with the British. Qavam was overthrown primarily because it was 
popularly believed that he intended to rol! back the achievements 
of Mosadeq’s nationalists. General Zahedi will have to move very 
carefully to create an atmosphere in which he can move towards 
cooperation with the West without any appearance of sacrificing 
objectives which are cherished by the Iranian people as a result of 
over two years of Mosadeq propaganda and an abiding national 
belief that the British are responsible for the country's misery 


In summary, there is no case for jubilation that our problems are 
ended in Iran. On the contrary, the future can be expected to bear 
remarkable similarity to the recent past 


Conclusions 

A. The United States Government should be prepared to move 
rapidly if requested in making substantial economic aid funds to 
the Zahedi government in addition to those already contemplated 

B. This additional economic aid should be in the amount of ap- 
proximately $37 million during the first year and should come 
from Mutual Security funds available for FY 1954 

C. Zahedi should not be pressed at this time to enter into discus- 
sions regarding the oil dispute nor to make anything more than a 
most innocuous statement which might serve to counter-balance 
the position taken in President Eisenhower's letter of June 29 

D. Planning with the British and with major United States oil 
companies regarding the type of oil settlement which might even- 
tually be made should be commenced at an early date 
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No. 353 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET NIACT TEHRAN, August 23, 1953—10 p. m 

466. At Shah's request that | visit him privately without publici- 
ty, | saw him six o'clock this evening. Pirnia, master of ceremonies, 
who met me rear entrance Palace, said | would find Shah changed 
man. He was right. Shah showed vigor, decisiveness and certain 
amount clear thinking which I had not found in him before. Only 
time will determine whether this change merely temporary result 
discovery that people of country had deeper sense of loyalty him 
than he had realized. In any event, | did not find hesitation, brood- 
ing, discouragement and air “what can I do’ which I had noticed 
practically all previous conversations 

2. He greeted me warmly and expressed deep appreciation of 
friendship which US had shown him and Iran during period. I read 
oral message from President to which I had taken liberty of adding 
introductory paragraph as follows: “I congratulate you for the 
great moral courage which you displayed at a critical time in your 
country’s history. | am convinced that by your action you contrib- 
uted much to the preservation of the independence and to the 
future prosperity of Iran.”’* The Shah wept as I read this message 
and asked me in reply to tell the President how grateful he was for 
interest which President and Government of US had shown in 
Iran. He would always feel deeply indebted for this proof of genu- 
ine friendship. Miracle of saving Iran which had just been wrought 
was due to friendship West, to patriotism Iranian people and to in- 
termediation God. It impossible for him believe so many factors 
could have contributed simultaneously to this salvation his country 
unless Providence had so willed 

3. Shah dwelt for some time on part which “common people of 
Iran” had played. People of poorest classes who were ill-clad and 
hungry had been willing sacrifice their lives on his behalf. He 
could never forget this and he would never be satisfied until 
hunger had been eliminated from his country. Iran had been saved 


Transmitted in two sections, repeated to London 

No copy of this oral message from the President has been found in Department 
of State files According to telegram 922 to London, however, Henderson was au 
thorized on Aug. 22 to give the Shah a short oral message from the President 
785.11/8-2353) Henderson also suggested in telegram 462, Aug. 23, that, in addition 
to the President issuing a public message of congratulation, he, Henderson, should 
be authorized to convey privately and orally a message from the President to the 
Shah on his recent success. (758.11/5-2353) 
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but victory would be short-lived unless substantial aid came from 
US immediately. No time could be lost. This was Iran’s last chance 
to survive as an independent country. | said | agreed that if 
present government should fail, Communism seemed to be only al- 
ternative. He said “if I fail, no alternative but Communism. People 
have shown their trust in me and it rests upon me prove their 
trust merited. i must help new government live up to expectations 
and I cannot do that without quick aid from the US. How soon can 
this aid come and in what quantities and form?” 

4. I replied US prepared extend aid but it must be given in order- 
ly way and in circumstances which would be acceptable US public 
as well as Iranian public. | had been endeavoring al! day to get in 
touch with financial and economic experts new government in 
order begin conversations. If he wished quick aid, he should take 
steps see that conversations begin immediately. He promised talk 
to Zahedi this evening in effort accelerate 

5. Shah said he not completely happy re Cabinet which Zahedi 
had presented him on his arrival. Same old faces which had been 
rotating in office for years. He had hoped for Cabinet which would 
stimulate country particularly youth. He had been told Americans 
had insisted Amini be included as Minister Finance and that Cabi- 
net be selected before his arrival and presented to him as fait ac- 
compli. | told him information incorrect 

I do not know who had selected Amini. Certainly not Americans 
There had been feeling in Embassy that Cabinet should be formed 
quickly so Government could begin to function earliest possible 
moment, no idea endeavoring have members selected without con- 
sultation with him. He said he relieved hear me say this. He sure 
Americans wouid not begin trying interfere in personnel matters of 
Government. They should know from experience this would be 
surest way change friendship into suspicion. Particularly important 
no interference in future in his control armed forces. Neither for- 
eigners nor Iranians should come between him and army. Razmara 
had been unsuccessful in trying to separate army from Shah. Mosa- 
deq had been able to break down army unity. It was his task and it 
would be difficult and delicate one to rebuild army as solid block 
loyal to him. Otherwise there would be no stability in country 

6. I asked if | to infer he dissatisfied with way Zahedi had been 
conducting affairs or if he under impression Zahedi attempting 
exert authority which should be vested in him. He replied negative 
insisting he had complete confidence in Zahedi. He did not beiieve 
Zahedi had ambitions other than serve Iran and its Shah, never- 
theless he thought that certain advisers around Zahedi were press- 
ing latter to take actions without proper consultation with him. He 
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had had several discussions with Zahedi and was sure that he had 
achieved understanding with him re extent consultation in future 

I said Zahedi and many other army officers had risked their lives 
for Shah and country. I hoped Shah would show in some way his 
appreciation. He said he intended to do so but he must disappoint 
many retired army officers expecting resume active service. Most 
of them outmoded, some corrupt. He could give them decorations 
and other awards but not jobs. 

7. In discussing failure of plans on night of August 15 he said 
someone must have betrayed them. Could it have been British 
agents’ 

I expressed surprise. | pointed out on various previous conversa- 
tions he had said if Iran to be saved necessary for British and 
Americans to have common policy re Iran and work with mutual 
confidence. This situation had been achieved and | hoped he would 
never again make either to British or Americans remarks which 
might tend undermine that mutual confidence. I knew for fact that 
British were dealing honestly with him and he should get out of his 
head once for all idea they engaging in double dealing. He said he 
relieved hear this and believed me. | told him Communists espio- 
nage facilities well developed. They had many dangerous hearing 
devices. He said perhaps they had broken down code telegrams ex- 
changed between Tehran and Ramsar. | agreed this quite possible 

8. I said if Iran wanted British and US pursue common policy re 
Iran Government should not expect receive substantial aid from 
US while it was making British whipping boy. | worried lest when 
Majlis reassembled there would again take place long tirades 
against British. | also concerned re Tudeh press in this respect. He 
said he would endeavor arrange for those members Majlis who had 
not resigned to meet and vote dissolution Majlis. Elections would 
then be held in spring so Government could accomplish much with- 
out interference Majlis. It was his intention also not to convene 
Senate until new Majlis elected. He intended taking steps also to 
reward in some way although het with Cabinet positions small 
band Majlis members who had at risk lives refused resign. It also 
his intention completely root out subversive press. He determined 
completely wreck Tudeh organization while at same time maintain. 
ing as correct relations as possible with USSR." 

9. In terminating conversation he again urged me impress on US 
Government importance receiving substantial and immediate fi- 

‘The Embassy in London informed the epartment and Tehran on Aug. 26 that 
Lord Salisbury, Acting Foreign Secretary in Eden's absence, requested the Embassy 
to express to the Department and Ambassador Henderson its appreciation for the 


position that the Ambassader had taken in paragraphs 7 and & (Telegram 816; 
7RR 11/8-2658 
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nancial and economic aid. In absence Majlis it would be difficult 
arrange for loan. Therefore most of this aid must be in form grant 
I said if this true we might be severely hampered in our efforts 
For instance it might be easier quickly to obtain funds for road 
building and similar programs through loans rather than grants. 
He promised jook into legal aspects this problem but said he feared 
it might be impossible for Iranian Government to accept loans 
without consent Majlis 

HENDERSON 


No. 354 


Memorandum by the Assistant Secretary of State for Near Eastern. 
South Asian, and African Affairs (Byroade) to the Acting Secre 
fary of State’ 


SECRET Wasnincton, August 24, 1953 
Subject: Message from President to Shah of Iran 
Discussion 


Tehran's telegram 461, August 23," informs the Department that 
has been suggested by the Iranian Chief of Protocol that it would 
be appropriate for heads of state to send public congratulatory mes 
sages to the Shah of Iran. Ambassador Henderson agrees that such 
a message should be sent. Other diplomatic representatives in 
Tehran are advising their governments accordingly 


Recommendation 


It is recommended that the President's approval of a public con 
gratulatory message be obtained. A draft of such a message along 
the lines suggested by Ambassador Henderson is attached 


'Drafted by Richards 
?Not printed. (788 00/8-245 
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Attachment | 


Draft of Message From the President to the Shah* 


Was norton, {August 24, 1953.| 

In the spirit of friendliness which has always been the basis for 

the relations of our two countries, | offer you my sincere felicita- 

tions on the occasion of your happy return to your country, and my 

continuing good wishes for every success in your efforts to promote 

the prosperity of your people and to preserve the independence of 
lran.* 


*This message was sent under cover of e memorandum from Acting Secretary 
Smith to the White House on Aug 24 for tranemiason to the Premdent. who was 
out of the city 

*The Department informed Ambassador Henderson on Aug 26 that the Presadent 
authorized him to delrver thre message werbatom to the Shah, and that the teat was 
being made available to the press on Aug . Teteyram 61% 7S 11/5-2059) Acrbeee 
sador Henderson mformed the Department on Aug 2 that he delivered the Pres 


dent * Tmesaage to thre Shah the previous eves i’ Ts egT irr lt) Ys } /®-2Ros 


No. 355 


Memorandum of Conversation, by the Assistant Secretary of State 
for Near Eastern, South Asian, and Afriwan Affairs (Byroade/ 


SECRET WASHINGTON, August 25, 1953 
Subject: Conversation this morning regarding Iran 
Participants: Mr. Harold Beeley, British Embassy 
Henry A. Byroade—NEA 

I told Beeley of the US plans for some immediate financial and 
economic assistance to Iran. | explained that we expected that our 
President would shortly receive a letter from either the Shah or 
General Zahedi requesting assistance for Iran. It was our present 
plan that we would answer such a request affirmatively.’ We did 


On Aug. 21 Ambassador Henderson informed the Department that the Zahedi 
government planned to approach the Embassy almost immediately to request 


urgent American financial and economic aid, which Henderson deemed necessary if 
the new government was to continue functioning (‘Telegram 447. 788.5 MSP/8-2253) 

The Department responded on Aug 24, informing the Ambassador that the 
United States was prepared te respond to an Iranian request for financial and eco 


nemc aid and was sending a special economic analyst to Iran te confer with Embas 
(Continued 
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not believe that we could press the Iranians at this time to be spe- 
cific in their letter to the President as regards a pledge to settle 
the oil dispute with Britain. We hoped, however, that the letter 
would contain general assurances of the desire of the new Iranian 
Government to settle outstanding differences with friendly powers 

I explained to Beeley that our economists thought that the total 
amount of economic assistance to Iran over a period of a year 
would run about $60 million. We had already planned about $24 
million which would continue through the present level of Point IV 
and development activities at the last vear level—which corre- 
sponds to the intentions recently stated b, our President to Mossa- 
deg. We believed an additional sum in the neighborhood of $36 mil- 
lion would probably be required to keep the new Government going 
for a year if no oil revenues were forthcoming. | told Beeley that 
the exact details, publicity, etc. had not yet been worked out, but 
that I would keep in touch with him 

I stated to Beeley that I had not consulted him sooner as it had 
been my impression that as a result of conversations between us 
over the past year I felt that the British Government was aware of 
the fact that we would consider it necessary to provide some imme- 
diate assistance should a government come into power which ap- 
peared to offer a better chance of allowing settiement of Iran's dis- 
putes with the West 

Mr. Beeley said he had himself always understood this to be the 
case and he was certain that the British Government had the same 
understanding. He stated that he had just received a cable from 
London inquiring as to our intentions. In his cable the only con- 
cern of the Foreign Office was that the US not offer such huge 
amount of money as to take away the incentive of the Iranian Gov 
ernment to arrive at an oil settlement. In the opinion of the For 
eign Office sums in the order of $100 million to $200 million might 
produce such a lack of incentive. Beeley stated he felt certain that 
the Foreign Office would have no objection whatsoever to the US 
plans I had given him—on the contrary he felt that they would be 
pleased 

Mr. Beeley stated he knew that people were working over-time in 
London on the dual problems of re-establishment of diplomatic re 
lations and the UK approach to an oil settlement. He stated that 
he believed he could present the British position to me within two 
days. | informed Mr. Beeley that we were looking into the problem 


sy officials and prepare plans for prompt assistance ‘Telegram 599, 7585 MsP* 
, | 


The fina! text of Zahedi's letter to the President, dated Aug 26, was transmitted 
in telegram 44% from Tehran, Aug 2 (61). 58/ 8-265 
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ourselves and would greatly appreciate their views as soon as they 
became availabie.- 


eo of another sesmecn shortiy 
mew The Embassy om London 


Aug 2. that a had the mmpres 


ae some gesture thal macht 
tt the Fore wr Office recug 
probalulsty that df Zahed 
rat maequemitiy, Ue bor 


“as Not «0 much as 


led Aingdom Aidiu h lo the 
’ NSihole 


Lonpon, August 25, 1953—7 p. m 


When | i] n Sy curv thes afternoon he handed me an 


h reads as follows 


Her Viaiesty s (,overnment WwW iid 


wuiGa 
States Ambassador in Tehran 


be most grateful if the United 
yuld be instructed to pass the fol 


jOWiIng personal and te message to the Shah from Sir Winston 


Churchill 


nd congratulate Your Majesty on your safe return 

ountry Ni i¥ | express the sincere hope that success 
ow attend vour efforts to guide Persia towards those 
things which vou have always so ardently desired for 


ALDRICH 


ful for Queen 
meratulations 
lelewran 


worted that srct™ill ® Message to 


ved and asked Hendersor 

° Tress in repiy 
t pene amd yguoud wishes 
View | take thie eccamen to 


eapress my hope that your 
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No. 357 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY Tenean, August 27, 1953—10 a m 

497. 1. I talked for hour with new Prime Minister Zahedi. His 
son interpreted. | again congratulated him and wished him success 
and he again expressed appreciation of US moral support. He said 
success in rescuing Iran on very brink Communist abyss would be 
only temporary unless Iranian people could be convinced that new 
government had something offer them. He must begin acting im- 
mediately. For instance he hoped within week put hundred thou- 
sand to work on roads which in deplorable condition. Also neces- 
sary begin construction immediately thousands houses Tehran and 
elsewhere for people now without shelter. People tired of promises 
Action necessary. He needed US financial assistance since his gov- 
ernment not only bankrupt but indebted. Mosadeq had been spend- 
ing money people had entrusted to banks, insurance companies, et 
cetera. He could not understand what Mosadeq had had in mind 
Latter must have realized he leading country down dead end finan- 
cial alley. He hoped US aid would not be too late and too little. Ira- 
nian people willing work hard; after years frustration and econom- 
ic chaos they needed stimulus in form action 

2. I told Prime Minister I sure US Government would extend aid 
but it must be in orderly fashion in accord US laws. US Govern- 
ment not in possession enormous amount funds which it could 
spend freely. US aid in quantity and form must therefore be in 
framework existing legislation. Prime Minister asked if | could give 
him idea of amount. I replied negative. I thought it would be suffi- 
cient see Iran through present crisis but doubted it would be 
enough defray costs grandiose projects for employment workers on 
mass scale. Prime Minister said government intended certain radi- 
cal reforms re taxes et cetera, but it would take time realize bene- 
fits. He referred in passing to oi! problem. Said he was thinking of 
explaining Iran's bankrupt conditions to country and hoping reac- 
tion would be requests from people themselves to try settle this 
problem. Much of course would depend on attitude British. I did 
not consider occasion appropriate to endeavor press Prime Minister 
this regard 


‘Also sent to London 
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3. Prime Minister touched on projected exchange of letters with 
President re additional US aid. Our conversation this regard al- 
ready outlined in Embtel 487, August 26.* 

4. During our ta!k we also touched on field foreign affairs. Prime 
Minister said Soviet Ambassador had protested anti-Soviet demon- 
strations on August 19 and attacks on Soviet information center. 
He making effort smooth matters over by sending assurances to 
Ambassador new government desired maintain friendly relations 
with its neighbors including USSR. Prime Minister said he would 
not slow up his campaign root out Communists mainly to appease 
Soviet Union. I remarked I glad he desired improve relations with 
Iran's neighbors. I thought it particularly important Iran take en- 
ergetic steps strengthen friendly relations with Pakistan, Iraq, 
Turkey and Afghanistan. I sure he would find reciprocal attitude 
friendliness on part these countries. He agreed. I said also it imper- 
ative that in due course diplomatic relations of friendly character 
be established with UK. He also agreed. I described my conversa- 
tion re Iran’s positions re US desire Iran support UN on Korean 
question® with Meftah on August 24 and with Shah August 25. I 
said I somewhat disappointed at Shah's hesitation in matter. It 
seemed to me that time had come for Iran to play kind of role in 
international affairs which would be commensurate with Iran's 
international importance. I said I did not infer that Iran should 
take provocative attitude re Soviet bloc. Nevertheless if Iran would 
come out unostentatiously but unequivocally and firmly in support 
of efforts promote collective security and discourage aggression, 
Iran’s international prestige would be greatly strengthened. Fur- 
thermore I thought Iranian people themselves would be stimulated 
and their self respect increased if they had government which did 
not hesitate take firm stand when accepted principles of interna- 
tional intercourse were at stake. Prime Minister said my views 
were in accord with his own and that he hoped to be able clarify 
Iran’s foreign policies. He had asked Entezam and Meftah to dis- 
cuss with him during course of day foreign policy problems facing 
Iran Government at present time. He needed help of experienced 
diplomat like Entezam and therefore intended using him informal- 
ly until Minister Foreign Affairs could be selected. 





2Not printed. (784.5 MSP/&8-2653) The text of the Eisenhower-Zahedi exchange, 
Aug. 26, is in Department of State Bulletin, Sept. 14, 1953, p. 349. Zahedi asked for 
assistance for Iran in its current economic and financial crises. Eisenhower replied 
that he would immediately send a representative to assist Ambassador Henderson 
in this matter 

*Presumably a reference to the Political Conference on Korea in the wake of the 
Armistice signed in July 1953. For documentation, see volume xvi. 
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5. I found Prime Minister physically vigorous and mentally alert. 
He is clearly activist who if given wise guidance and not frustrated 
by Shah could do much to extricate Iran from its present political 
and economic morass. He exhibited a sensitivity to foreign and in- 
ternal political matters rather surprising in a person with his lim- 
ited background. 

HENDERSON 


No. 358 
E:xsen‘»ower Lovrary. Emsenhower papers. Whitman file 


Memorandum of Discussion at the 160th Meeting of the National 
Security Council, Washington, Auguet 27, 1953° 


TOP SECRET EYES ONLY 


Present at the 160th Meeting of the Council were the Vice Presi- 
dent of the United States, presiding: the Secretary of State; the 
Acting Secretary of Defense; the Acting Director, Foreign Oper- 
ations Administration; the Director, Office of Defense Mobilization. 
Also present were the Secretary of the Treasury; the Acting Direc- 
tor, Bureau of the Budget; the Chairman, Atomic Energy Commis- 
sion; the Chairman, Joint Chiefs of Staff; the Chief of Staff, US. 
Army; the Chief of Naval Operations; the Chief of Staff, U.S. Air 
Force; the Commandant, U.S. Marine Corps; Robert R. Bowie, De- 
partment of State; Frank C. Nash, Department of Defense; General 
Gerhart, Joint Chiefs of Staff; Robert Amory, Jr., Central Intelli- 
gence Agency; the [Acting] Director of Central Intelligence; Robert 
Cutler, Special Assistant to the President; C. D. Jackson, Special 
Assistant to the President; the Acting White House Staff Secretary; 
the Executive Secretary, NSC; and the Deputy Executive Secretary, 
NSC. 

There follows a summary of the discussion at the meeting and 
the chief points taken. 

[Here follows discussion of iter:s 1 and 2.) 


3. The Situation in Iran (NSC 136/1; NSC Actions Nos. 875-b and 
766-a)? 

General Cabell briefed the Council on the most recent develop- 

ments in Iran. He said that General Zahedi appeared to be estab- 





'Drafted by Gleason on Aug. 28 
*For text of NSC 136/1, see Document 240. The text of NSC Action No. 875, adopt- 
ed at the 158th meeting of the National Security Council on Aug. 6, and the text of 
NSC Action No. 766, adopted at the 140th meeting of the National Security Council 
Continued 
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lishing a moderate nationalist government. There was real hope for 
its stability and for improvement in Iran’s economic and financial 
situation. Members of the new government were as experienced 
and capable as one could anticipate in Iran, although the Shah had 
expressed disappointment at the smal! number of new faces in the 
Cabinet. Indications are that General Zahedi will oppose the indis- 
criminate imposition of martial law, and when his control is firmly 
established he is expected to recall the Majlis. Elections for a new 
Majlis are to be anticipated thereafter. The army will doubtless 
manipulate these elections to ensure a conservative majority in the 
new Parliament. 

General Cabell predicted that the Tudeh Party would be ruth- 
lessly curbed, with the result that it would probably go under- 
ground. Its leadership is still intact, and it may be expected to 
work with the pro-Mossadegh factions to discredit the Shah and 
the new regime. 

The allegiance of the tribes, said General Cabell, is not yet com- 
pletely clear, but the fact that they have never been able to work 
in concert with one another minimizes the dangers which Zahedi 
must anticipate from the tribes. 

General Cabell stated that the most urgent problems confronting 
the new government of Iran are economic and financial. It is un- 
likely that an agreement with Britain, to settle the oi! controversy, 
can be readily and quickly achieved, if for no other reason than 
that General Zahedi cannot afford to seem a British stooge. Howev- 
er, concluded General Cabell, if United States financial aid can be 
promptly extended, Iran will again assume its pl-ce in the pro- 
Western grouping of nations and American relations with Iran will 
improve. Relations between Iran and Great Britain are not likely 
to undergo any sudden change, and a settlement of the outstanding 
issues between the Soviet Union and Iran is unlikely at present. 

Secretary Dulles commented that while what happened in Iran 
was spontaneous, he did feel obliged to say that a number of people 





on Apr. 22, are in S/S-NSC (Miscellaneous) files, lot 66 D 95, “Record of Actions by 
the NSC, 1953” 

NSC Action No. 875-b reads as follows 

“Noted the President's request that the Attorney General, with the assistance of 
other appropriate departments and agencies, seek to develop a solution which would 
protect the interests of the free world in the Near East as a vital source of petrole- 
um supplies.” 

NSC Action No. 766-a reads as follows 

“Concurred in the statement which the Attorney General proposed to make to the 
court with respect to termination of the Grand Jury proceedings in the socalled oil 
cartel case, institution of a civil action under the anti-trust laws, and constitution of 
a committee drawn from governmental departments and agencies to screen evidence 
and segregate from public disclosure evidence with national security implications.” 
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in Iran had kept their heads and maintained their courage when 
the situation looked very tough. . . . 

As a result of what had happened, Secretary Dulles informed the 
Council, the United States now had a “second chance” in Iran 
when all hope of avoiding a Communist Iran appeared to have van- 
ished. Secretary Dulles said that there had been an exchange of let- 
ters between the President and General Zahedi. Secretary Dulles 
summarized General Zahedi’s letter, pointing out the latter's state- 
ment that he desired to reconsider the problem of the oil settle- 
ment and that he needed assistance. The President had replied 
that General Zahedi’s request would receive sympathetic consider- 
ation. Secretary Dulles went on to point out that in order to assist 
the new regime, the Administration would require funds beyond 
those programmed in the Mutual Security Act. The additional 
funds would probably be in the neighborhood of $35 million. The 
most difficult problem confronting us was how to develop revenues 
for Iran out of her oil. We can't very well subsidize Iranian oil 
when we can’t make full use of present resources available to us. 
Since we must not, however, miss this second chance, Secretary 
Dulles suggested that we ought to select quickly an individual 
knowledgeable in the petroleum field, and a skillful negotiator, and 
then turn over to him full power to negotiate a settlement. In 
order to pick such a man quickly and get him started, Secretary 
Dulles recommended that the choice be entrusted to a committee 
consisting of himself, the Secretary of the Treasury, the Secretary 
of Defense, and Mr. Stassen. 

Mr. Cutler inquired whether such an individual would be a spe- 
cial representative of the President. Secretary Dulles replied that 
he could represent the President or the Secretary of State. ' any 
case, he would head up a task force. The main thing is to assure 
that all the manifold ideas for achieving a settlement should chan- 
nel through this individual. 

Secretary Dulles’ proposal was well received by the Council, and 
CIA asked to be included in the committee if its representation 
thereon appeared useful. 

Mr. Cutler then reminded the members of the Council of the task 
which it had asked the Attorney General to perform, noted that 
Judge Barnes had been appointed by the Attorney General to carry 
out this task, and that Judge Barnes was planning a committee of 
three individuals to perform the task. Mr. Cutler stated that Judge 
Barnes had already produced a tentative statement of the problem 
to which his committee should address itself. Mr. Cutler further 
pointed out the relationship between Judge Barnes’ assignment 
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and the committee which had been contemplated in NSC 138/1,3 
which, of course, had never materialized. Mr. Cutler assured the 
members of the Council that Judge Barnes would consult with the 
heads of appropriate departments and agencies before completing 
his report, which he hoped to have ready by December. 

Secretary Dulles inquired whether any new consideration was 
now being given to postponing the civil suit against the so-called oil 
cartel. As he understood it, open hearings on the case were sched- 
uled to begin in September, and while he sympathized with the 
problem confronting the Attorney General, to whom was entrusted 
the task of carrying out the law of the land, he was still very wor- 
ried over the implications of this suit for the national security and 
for our foreign relations. It would be highly advantageous, said Sec- 
retary Dulles, if the case could possibly be settled out of court. 

Secretary Humphrey expressed emphatic agreement with Secre- 
tary Dulles, and inquired whether this assignment should be added 
to that contemplated by the special representative. 

Secretary Dulles expressed doubts as to the feasibility of Secre- 
tary Humphrey's proposal, but again insisted that the civil pro- 
ceedings should be postponed if it was humanly possible. 

Mr. Cutler suggested that the Council invite the Attorney Gener- 
al to come to the next meeting of the Council to hear the argu- 


ments and to discuss possible postponement of the suit.* It devel- 
oped that the Attorney General would be out of town except for 
one day this week, and Mr. Cutler therefore suggested that the Sec- 
retary of State get in touch with the Attorney General and explain 
to him the Council's unanimous feeling that, for reasons of nation- 
al security, it favored postponement of the civil suit. 

The National Security Council:® 


a. Discussed the situation in Iran in the light of an oral briefing 
by the Acting Director of Central Intelligence on developments, 
and in the light of an oral report by the Secretary of State on ac- 
tions taken or contemplated with respect to the situation. 

b. Agreed that the Secretaries of State, the Treasury, and De- 
fense, the Director of the Foreign Operations Administration, and 
the Director of Central Intelligence, should nominate, for the Presi- 
dent’s consideration, an individual to act as special representative 
of the United States to deal with problems related to an Anglo-Ira- 
nian oil settlement. 


‘For text, see vol. 1x, Part 1, p. 637 

*According to the memorandum of discuss! .o at the 161st meeting of the National 
Security Council on Sept. 9, the Attorney General was not present and the subject 
was not discussed. (Eisenhower Library, Eisenhower papers, Whitman file) 

‘Paragraphs a-d and note constitute NSC Action No. 891. (S/S-NSC (Miscellane- 
ous) files, lot 66 D 95, “Record of Actions by the NSC, 1953") 








IRAN, 1952-1954 


c. Noted an oral report by Mr. Cutler regarding the status of the 
Attorney General's study of the Near East oil situation pursuant to 
NSC Action No. 875-b. 

d. Agreed, with the concurrence of the Attorney General, to rec- 
ommend to the President that in the interests of national security, 
in view of the Iranian situation, the Attorney General be requested 
to conduct proceedings in the so-called oil cartel civil suit, now 
being carried on as indicated in NSC Artion No. 766-a, with due 
regard for their effect upon United States foreign relations. 


Note: The action in b above subsequently referred to the Secre- 
taries of State, the Treasury, and Defense, the Director of the For- 
eign Operations Administration, and the Director of Central Intelli- 
gence, for implementation. The recommendation in d above subse- 
quently approved by the President and transmitted to the Attorney 
Genera! for appropriate action 

[Here follow discussion of items 4-7, the situation in French Mo- 
rocco; the programs affecting escapees, refugees, and defectors; the 
consideration of a report by the President's committee on interna- 
tional information activities; and a brief statement on armaments 
and American policy.| 

S. Everett GLeAson 


No. 359 
eee Ow) TA 41S Telegran 


The Ambassador in Iran (Henderson) to the Department of State' 


SECRET PRIORITY TEHRAN, August 31, 1953—7 p. m 


534. 1. Warne and I accompanied by Paul called on Prime Minis- 
ter this morning to discuss various aid problems 

2. Re publication exchange letters between President and Zahedi 
we said it had been our idea withhold publication until we had 
more definite information re amount aid which in addition Point 
IV aid might be available. We had feared that publication matter 
might give rise to speculation in press and otherwise re amount aid 
to be given; that public expectation would be unduly aroused; and 
that when it was learned how much aid could be given, result 
would be disappointment. Delay in publication letters however ap- 
peared to be resulting in uneasiness among Iranians that US might 
be hesitating to grant aid and might not have decided give support 
Zahedi Government. We therefore wondering whether it would not 
be advisable have exchange published within next day or two. Ira- 





‘Repeated to London. Passed to FOA 
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nian Government might be able make some announcement or take 
some other steps to prevent false hopes being aroused re amount. 
We know US Government was making special effort to find funds 
for rendering such aid. Nevertheless in view reduced aid funds 
made available by Congress, US Government would probably not 
be able give as much at this time as it would like and as Iran 
really needed. Prime Minister said he agreed announcement of ex- 
change of letters should not be delayed much longer. He would dis- 
cuss matter with Shah and let us know whether Shah was agree- 
able to publication. We said we would like at least 36 hours notice 
so letters could be released simultaneously in Washington and 
Tehran. We also made certain informal suggestion as to statements 
which government might make when issuing announcement which 
would tend prevent Iranian hopes from becoming too extravagant.” 

3. Exchange of letters re TCI aid: We told Prime Minister we pre- 
pared exchange letters with him at once re extension TCI aid to 
Iran during present fiscal year (Deptel 640, August 28°). Early ex- 
change would be advisable so that Iranian and TCI experts could 
begin at once drawing up programs. We would leave it to Prime 
Minister to decide whether it would be preferable for this exchange 
to be published almost immediately after publication of exchange 
between President and Prime Minister or whether publication 
might be delayed until we able announce amount aid which might 
be extended in addition to TCI aid. Prime Minister said he would 
prefer have this exchange published as soon as possible after effect- 
ed in order show Iranian public both US and Iran losing no time in 
solving aid problems. He would order Radji, deputy chief planning 
organization, who was acquainted with exchanges this kind to meet 
Warne this afternoon in order review drafts.* 

4. Prime Minister again expressed confidence US realized desper- 
ate need Iran for financial assistance sufficient not only to meet 
budgetary needs but to enable government to engage in immediate 





“On Aug. 31 the Department informed Henderson that rumors were spreading in 
Washington that Iran requested assistance from the United States, and that no 
answer was forthcoming. To stop these rumors, the Department instructed Hender- 
son to try to secure Iranian agreement to release of the letters exchanged between 
the President and Prime Minister as soon as possible. (Telegram 665, 888.00 TA/8- 
3153) 

Ambassador Henderson replied on Sept. 5 that the correspondence had been re- 
leased to the press in Tehran on Sept. 2. (Telegram 576; 888.00 TA/9-353) The texts 
are printed in Department of State Bulletin, Sept. 14, 1953, p. 349 

‘Not printed. (888.00 TA/8-2853) 

*The agreement, dated Sept. 3, provided $23.4 million in technical and economic 
aid to Iran during fiscal year 1954; see Department of State Bulletin, Sept. 14, 1953, 
p. 350. On Sept. 5, President Eisenhower made available an additional $45 million in 
emergency assistance to Iran; see ibid 
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impact program which would cause masses of country to believe 
government's promises were not mere empty words. 
HENDERSON 


No. 360 


The Ambassae'r in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY TenrRan, August 31, 1953—7 p. m. 

535. During my private talk today with Zahedi (Embtel 533, 
August 31 repeated London 156)" I said | doubted such assistance 
as US might be able on emergency basis extend Iran would be suf- 
ficient in quantity to carry Iran further than about April 1, if 
indeed it could carry Iran that long. No time should be lost there- 
fore, in giving consideration to some kind oil settlement with UK 
so that Iran would have certain amount income from oil to use in 
rehabilitation programs. | said I was without instructions in this 
regard and had no specific suggestions to make. Nevertheless it 
seemed to me it would be helpful, both to British and Iranians, if 
some secret explorations could take place for purpose of ascertain- 
ing whether agreement in principle at least could be found re 
manner in which the oil problem might be settled. It would be diffi- 
cult for US Government to continue to defend to US Congress and 
people extension financial and economic aid to Iran except on 
emergency besis unless Iran Government would show itself pre- 
pared to come to agreement with British re oil in accord with ac- 
cepted principles international intercourse. 

2. Prime Minister said he understood this. He hoped be able find 
settlement oil problem on basis which would be fair to both UK 
and Iran. It would be suicidal, however, for him to move too fast in 
this matter. He thought if proper secrecy was maintained it might 
be useful for each side learn something about views of other re set- 
tlement. He understood British had innate sense of fairness. If they 
were willing to accept solution of kind which in their hearts they 
knew would be fair to Iran and which could not place undue 
burden on Iranian people, they would find him receptive. If they 
took attitude of driving hard bargain, it would not be so easy for 
him. He hoped both US and UK would understand that his govern- 
ment would be overthrown immediately by resentful Iranian public 
if he should enter into agreement which Iranian public would con- 





‘Repeated to London 
*Not printed. (788.21/8-3153) 
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sider betraya! of Iranian interests. Even if his government should 
manage to survive for a time after concluding such agreement 
some future government would undoubtedly disavow it. 

3. I told Prime Minister that I thought attempt should be made 
to reach agreement just as soon as Iranian public opinion could be 
prepared, even though there might not be Majlis in session to 
ratify it for several months. Early conclusion of agreement might 
result in relaxation of tension between UK and Iran and might 
even render possible taking of steps to prepare refinery for immedi- 
ate production. Every month oil industry idle represented further 
drain on Iran. In this connection I expressed hope he would take 
immediate necessary measures to stop anti-British propaganda in 
Iranian press and over radio. Propaganda this kind merely served 
make settlement more difficult. Its continuance also embarrassing 
to US Government. US public would not be enthusiastic re render- 
ing aid to government which was countenancing propaganda 
against US ally. 

4. Prime Minister said he had already issued orders forbidding 
insulting propaganda against any foreign government, including 
even that of Soviet Union. Iran needed friends in world and it was 
stupid for Iranian press and radio to follow line which v ald make 
enemies. He hoped I would understand he personally nv. anti-Brit- 
ish. He had worked against British in early part Second World 
War and had been imprisoned by them. He had however no hard 
feelings. He had worked against British, not because they were 
British, but because they were associates and allies of Soviet 
Union, Iran's most dangerous and implacable enemy. He consid- 
ered ally of Soviet Union to be ipso facto enemy of Iran, and foe of 
Soviet Union friend of Iran. When UK ceased to be ally of Soviet 
Union he ceased to regard British as enemies. He would like to see 
UK and Iran on fr.endly terms and was prepared in due course to 
do his part to bring this about.* 

HENDERSON 





*Ambassador Henderson reported on Sept. 3 that during a conversation with the 
Shah on Sept. | regarding the oi! problem, the Shah said he and Zahedi had been 
discussing whether it would be better to try to settle the problem in the relatively 
near future or postpone it, what would be the best substantive approach, and what 
channels should be used. The Shah believed that it was preferable not to postpone a 
settlement too long and asked Henderson's opinion. Henderson thought it would 
probably be unwise to postpone a settlement for too long, as he doubted the US 
Government would be able to extend economic or financial aid to Iran except on the 
present emergency basis if Iran failed to make a conscientious effort to find a rea 
sonable and fair solution to the oil problem Henderson asked the Shah if he had 
any plans to reestablish diplomatic relations with the British. The Shah thought it 
might be unwise to do so until after the signing of an oil agreement. Henderson ob 
served that it might be difficult to negotiate an oi] settlement in the absence of dip 
lomatic relations. The Shah reiterated the thought that it might be better to post- 
pone reestablishing relations until after the negotiation of an oil settlement. (Tele 
gram 567, 788.00/9-353) 
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No. 361 
18 9 1 Telegram 


The Ambassador in Iran (Henderson) to the Department of State" 


SECRET Tenran, September 1, 1953—noon. 

539. 1. During my talk yesterday with Prime Minister Zahedi 
(Embtel 536, London 159, August 31)* he said he wished to keep me 
informed re developments Iran-Soviet relations’ He was ap 
proached recently on behalf Soviet Embassy with inquiry re policy 
new government re Soviet Union. His reply Iran wishes maintain 
normal friendly relations with Soviet Union. These relations possi- 
ble on condition (a) Soviet Union refrain from interfering in Irani- 
an internal affairs, particularly in giving material and moral sup- 
port to Tudeh and other subversive organizations; (b) Soviet Union 
treat Iran as equal in all matters, refraining from making open or 
impolite threats; (c) relations between two countries be maintained 
on basis mutual advantage. 

2. Prime Minister said Razmara when Prime Minister and also 
Mosadeq had been ostentatious in negotiations re various relatively 
unimportant matters with Soviet Union. They had puffed up to 
false proportions such routine arrangements as they were making 
or negotiating with Soviet Union. It necessary for Iran maintain 
correct relations with its largest neighbor possessing common 
border more than 1600 miles long. He had given orders, therefore, 
that negotiations for trade agreements with Soviet Union continue 
at “appropriate levels”, which would mean discussions between of- 
ficials in various interested ministries and Soviet representatives. 
These negotiations were proceeding. If successful, Iran would sell 
Soviet Union certain commodities of which it had surplus and 
would buy from Soviet Union commodities which it could purchase 
there more advantageously than elsewhere. He had no intention 
selling Soviet Union or any Iron Curtain country strategic materi- 
als. It not in interest Iran engage in traffic which would strengthen 
Soviet military power. If | should hear of trafficking between Iran 
and Iron Curtain countries of commodities which US considered as 
strategic character he would appreciate it if | would tell him. 





‘Also sent to London and Moscow 
*Not printed. (788.00/8-3153) 
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3. I told Prime Minister | grateful for his frank statement. | sure 
US Government would understand his position and respect it. US 
did not wish Iran follow policy re Soviet Union which would justifi- 
ably be considered provocative or unfriendly. | thought previous 
Prime Ministers had made tactical error in endeavoring to make it 
appear relations between Iran and Soviet Union more friendly 
than they really were. Deceit this kind served strengthen subver- 
sive elements in Iran. I also thought some previous Iranian govern- 
ments had made error in thinking it to Iran's advantage try to 
“play off US and Soviet Union against each other”. Such efforts 
only too transparent and merely caused diminution both in Soviet 
Union and US respect Iranian sincerity. Furthermore, tactics this 
kind create resentment in the US where it gave impression Iran 
considered that US and Soviet Union had similar ambitions of ag- 
gressive or at least selfish nature re Iran, and Iran was therefore 
protecting itself by playing each against other. Intelligent Iranians 
knew US desired nothing from Iran other than that latter main- 
tain its independence and improve its economic position 

4. Prime Minister said I could be sure, so long as he Prime Minis- 
ter, his government would not indulge in childish game of trying 
play US and Soviet Union against each other 

5. Prime Minister must have mentioned our conversation at cabi- 
net meeting later in evening. In any event member cabinet tele- 


phoned me last night to ask if US considered lead ore strategic ma- 
terial 


HENDERSON 


No. 362 


British Memorandum ' 


2 Serremper 1953 
PERSIA 
POLITICAL REVIEW OF THE RECENT CRISIS 


Phase 1. 
1. The following is a narrative of the circumstances which culmi- 
nated in the events of the 19th-2lst August 





'No information is available in Department of State files regarding the British 
Government source of this document. In form. however. it resembles documentation 
originating either with the Foreign Office in London or the British Embassy in 


Continued 
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2. On llth July the text of the letters exchanged between Dr 
Musaddig and President Eisenhower was published in the Persian 
press. Political circles in Teheran considered the President's reply 
as the final word of the USA. in the oil dispute and American 
Embassy officials claimed that it had been drafted after careful 
consideration of the consequences involved, including the probable 
drift of Dr. Musaddig into the Soviet camp 

3. On 20th July, General Zahidi, who had been in sanctuary in 
the Majlis during the previous two months, left the Majlis premises 
after receiving an assurance from the government that he would 
not be molested, as long as he did not indulge in anti-covernment 
activities. 

4. By 25th July, General Zahidi's whereabouts were unknown, 
and it was rumoured that he was in hiding. Reliable reports indi- 
cated that he was secretly in touch with the Shah and the Ameri- 
can Embassy. It was widely believed that the US. Government fa- 
voured the overthrow of Dr. Musaddiq’s government 

5. On 26th July Mr. Henderson, the American Ambassador, who 
was in Europe on holiday was visited by Mr. Melbourne the Chief 
of the Political department of the American Embassy in Teheran 
There were many rumours to the effect that the American Embas- 
sy favoured General Zahidi as successor to Dr. Musaddigq, while the 
Shah, who did not repose much confidence in Zahidi, preferred 
someone else. 

6. On 27th July it was reported that Princess Ashraf's visit to Te 
heran was connected with certain activities behind the scenes 

7. Mr. Dulles’ statement at his press conference on the 29th July 
that he was concerned about growing communist activities in Iran, 
was regarded in Teheran as a warning to Dr. Musaddiq to stop 
flirting with the Tudeh and Soviet Russia 

8. Certain personalities who are in very close contact with the 
Shah were reported to have stated on the Srd August that the 
Shah had declared that great changes would take place shortly. It 
was believed that General Schwartzkopf, former American adviser 
to the Persian Gendarmerie, who had an audience with the Shah, 
had discussed with him the full details of a military coup d etat 

9. Government circles showed great apprehension at President 
Eisenhower's statement of August 4th to the effect that he would 
take the necessary steps to stop Persia going behind the Iron Cur- 
tain.” 





Washington Furthermore, there is no information in Department files as to how or 
when this memorandum was tranemitted to the Department of State. Byroade « im 
tial, inscribed by Byroade himself, appears in the upper right margin of the source 
text 

*See footnote 4, Document 340 
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10. On the Sth August the Tudeh press declared that a military 
coup d @tat was being planned by the Shah. 

ll. According to reports received on the 9th August, secret meet- 
ings were taking place between the Shah, General Zahidi and cer- 
tain American Embassy officials 


2. On llth August, the Shah and the Queen left for Ramsar, on 
the Caspian Sea. for a holiday 

13. On 13th August the Shah issued a firman dismissing Dr. Mu- 
saddiq and appointed General Zahidi Prime Minister. This firman 
was secretly conveyed from Ramsar to Teheran by Colonel Nasiri, 
Commander of the Imperial Guard 

14. On the 14th August the Tudeh press published further details 
about the suspected military coup d @tat. It was widely rumoured in 
Teheran that the Tudeh Party was supplying the Prime Minister 
with information on the movements of army units. The Prime Min- 
ister was reported to have issued instructions to the general staff 
to take measures for countering the coup 

15. Late on the evening of the 15th August, Colonel Nasiri went 
to the house of the Prime Minister and delivered a copy of the 
Royal firman to the officer in charge of the troops defending Dr 
Musaddiq's house. As soon as he left the house he was arrested 

It seers that the plan was for the Imperial Guards to occupy the 
general staff and Police headquarters, the radio station and other 
important centres at the same time that the firman was being de- 
livered to Dr. Musaddiq’s house. Something went wrong, and the 
plan failed. It was believed that junior officers in the Guards Regi- 
ment, who had Tudeh sympathies, disrupted the plan 

16. On the 16th August the Government announced the failure of 
the coup d etat. Mass meetings were held demanding the establish- 
ment of a republic. Soon after the radio had broadcast that the 
coup detat had failed, the Shah and the Queen left Ramsar for 
Baghdad 


Phase Il 


1. On the 17th August crowds of Tudeh and other government 
supporters smashed and pulled down four statues of the Shah's 
father, which stood in public squares of Teheran. A statue of the 
present Shah erected in the public park was also overturned. In all 
government offices photographs of the Shah were pulled down and 
trampled on. The same thing happened in the provinces. Youths, 
mostly Tudeh followers, roamed the city streets shouting “Death to 
the Shah", and “End the dynasty”. The pro-government and Tudeh 
press published editorials demanding the establishment of a repub- 
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lic, and claimed that the Shah was no longer monarch because he 
had fled the country. Dr. Fatimi, the Minister of Foreign Affairs, 
published under his own signature a most venomous and scurrilous 
article against the Shah in his newspaper Bakhtar-E-Imrouz. 

2. The Government spokesman announced that Persia had re 
quested Iraq to take the necessary steps to avoid any incident be 
tween two friendly and neighbouring countries. He also stated that 
the Persian Ambassador and his staff in Baghdad had been in- 
structed to avoid all contact with the Shah. 

3. Dr. Musaddiq and his National Front advisers were in confer- 
ence al] day to find a solution to the difficulties which had arisen. 
Tudeh Party leaders were urging Dr. Musaddiq to issue a decree 
Stating that the monarchy had ended in Persia, and had been re- 
placed by a republic. They assured him that he would be elected as 
the first president of the Persian republic. It was learned that Dr 
Musaddiq was opposed to this suggestion, and that for the time 
being, he favoured the establishment of a Regency Council, com- 
posed of three of his nominees. He proposed that, after appoint- 
ment of the Council, a second referendum should be held to obtain 
public confirmation of this action. Throughout the day emissaries 
went back and forth between the Tudeh and the Prime Minister to 
reconcile these two views. In the end a compromise was found, 
under which a Regency Council was to be established at once, and 
a third referendum was to be held later to establish the “Will of 
the people” regarding the republic. 

The Government spokesman announced that no change of 
regime was contemplated by the government, but that a council or 
other appropriate body would have to be established in order to 
carry out the duties of the Shah who had deserted the country. 

4. The Opposition press published photographs of the Royal 
Firman which appointed General Zahidi Prime Minister, and 
stated that in the absence of the Majlis, the Shah was the sole avu- 
thority empowered to dismiss and appoint Prime Ministers. There- 
fore, Dr. Musaddiq’s government was no longer lawful and should 
be considered as in rebellion against the legal government of the 
country. 

5. It was learned on the 17th August that General Zahidi had 
succeeded in winning over the commander of the motorised regi- 
ment as well as the Chief of Police. It was also estabiished that a 
second attempt would shortly be made to overthrow Musaddiq’s 
government 

6. Mr. Henderson, the American Ambassador, arrived in Tehe- 
ran. 
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7. On the 18th August, hundreds of Tudeh demonstrators parad- 
ed the streets and demanding the establishment of a “Democratic 
Republic.” 

Tudeh leaders warned Musaddigq that a second military coup was 
in preparation to overthrow his government. They asked him to 
supply them with 10,000 rifles and small arms, so that they could 
defend his government. In reply Dr. Musaddiq asked for more de- 
tails, which apparently the Tudeh were not in a position to supply. 

The Shah and the Queen left Baghdad for Rome, and the pro-gov- 
ernment press continued to state that his departure from the coun- 
try amounted to his abdication. It was learned that the Shah’s de- 
parture from Baghdad had relieved government circles to some 
extent, because they feared that he might have gone to Tabriz and 
started a movement against the central government from there. 

Dr. Musaddiq and his advisers were busy throughout the 18 
August putting the final touches to the inauguration of the Regen- 
cy Council, and arranging details for holding the second referen- 
dum. 

Mr. Henderson called on the Prime Minister during the 
afternoon .. . . Their meeting ended abruptly. 

According to well placed sources, it was soon after this that the 
plans for the events of the 19th of August were put into operation. 
On this occasion only the commanders of regiments, the Chief of 
Police, and Ayatullah Bihbihani, who was responsible for organiz- 
ing demonstrations, knew of the plan, and the Tudeh had therefore 
no chance of discovering the plot beforehand. 

8. About 8 a.m. on the 19th August a crowd of about 3,000 men 
armed with clubs and sticks started an anti-Musaddiq and pro- 
Shah demonstration in the Southern part of the town. They 
roamed through the streets shouting “Long Live the Shah” and 
“Death to Musaddigq the traitor’. Most of these men although possi- 
bly inspired by royalist sentiments, had obviously been hired for 
the purpose; among them there were a large number of unem- 
ployed persons and many well-known hooligans. About the same 
time, the Chief of Police issued orders that demonstrators should 
not be interfered with. 

Part of the crowd proceeded to the bazaar, and threatened to loot 
the shops. The effect was instantaneous, and the bazaars were 
closed. The crowd grew as time went on and a large number of 
well-to-do people, who resented Musaddiq’s government and spe- 
cially his recent pro-Tudeh policy, joined the demonstrators. A 
large number of lorries and busses, hired early in the morning, 
then appeared on the scene and provided demonstrators with free 
transport. These vehicles then roamed through the town, and their 
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occupants shouted slogans, and began a war of nerves to arouse 
emotions in favour of the Shah. 

It soon became evident that the whole police force was showing 
sympathy for the demonstrators, and that police officers were in 
some cases directing the movement of demonstrators. Dr. Musaddiq 
at once dismissed the Chief of Police and ordered that he should be 
arrested. He also instructed the army to send tanks and armoured 
cars to disperse the crowds. Naturally, the orders issued by the 
general staff were not obeyed immediately, and when they were 
carried out a few hours later, soldiers arriving on the scene were 
easily persuaded by the crowds to join them in defence of the Shah. 

Between 9 and 12.00 a.m. the headquarters of three pro-govern- 
ment political parties, and offices of half a dozen newspapers sup- 
porting Dr. Musaddiq were ransacked by demonstrators and set on 
fire. The crowd then attacked the offices of the Tudeh newspapers, 
where they met some resistance, which was soon overcome. 

Truckloads of soldiers, armoured cars and tanks were dispersed 
throughout the town by lunch time, and in certain instances fire 
was opened on the crowd. In most cases however troops joined the 
demonstrators. 

At 2.30 p.m. the radio station was captured by General Zahidi’s 
followers, and the speaker announced that the rising had been suc- 
cessful, that Dr. Fatimi had been torn to pieces, that all govern- 
ment offices had been captured, and that Dr. Musaddiq had fled. 
(These false reports had an immediate effect throughout the capital 
and the country and demoralised supporters of the government 
who might have wished to resist.) The announcer then read the 
Royal Firman appointing General Zahidi Prime Minister. A little 
later General Zahidi spoke over the radio and announced the pro- 
gramme of his government. 

Between 2.30 and 3.30 General Staff Headquarters, and other 
government offices were captured without much resistance. By 4 
p.m. General Zahidi was master of the situation, and had estab- 
lished his headquarters at the Central Police Office. Then came the 
attack on Dr. Musaddiq’s house. At first, a large crowd attacked his 
residence, but were driven back by machine-gun fire, and many 
people were killed and wounded. A second attack supported by pro- 
Zahidi troops also failed. By this time heavy Sherman tanks ar- 
rived on the scene, and started bombarding the house. About 6 p.m. 
the defence of the house was given up, and the gate was broken 
down. The crowd then entered the house, looted all its contents and 
set fire to it. The house of Dr. Musaddiq’s son, which is situated 
next door, was treated in a similar manner. In the evening all po- 
litical prisoners were set free and General Zahidi assumed power. 
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It was reported that at 10.00 am. Dr. Musaddig had telephoned 
his Tudeh friends and expressed his willingness to supply them 
with arms; but they declined the offer and said that it came too 
late. 

It is widely believed that the success of the coup was due to the 
fact that it was well planned, that it was kept secret, and that 
plenty of money was made available to carry it out. 

9. Throughout the 20th August, General Zahidi was consolidating 
his position, and selecting his colleagues to serve in the cabinet. He 
announced that all army officers placed on the retired list by Dr. 
Musaddig could apply to the General Staff for reinstatement. 

Dr. Musaddiqg, Dr. Shayegan, Dr. Sadiqi and Mr. Moazzami who 
had fled from Dr. Musaddiq’s house and had taken refuge in a 
nearby house on the previous day were discovered and arrested. 
Orders were issued for the arrest of all National Front leaders. Dr. 
Musaddig and his three colleagues were taken to the Officers Club 
for detention. All those officers who carried out Dr. Musaddiq’s 
orders yesterday were arrested. It is estimated that over 50 persons 
were killed on the 19th August and that 300 were wounded. 

10. The Shah 

The Shah returned to Teheran on the 22nd August and was met 
at the airport by members of the government, senior army officers, 
and members of the diplomatic corps. He drove from the airport to 
his Summer Palace escorted by armoured cars and tanks. In the 
evening he broadcast to the nation thanking them for their support 
and for their valiant rising in defence of the independence of the 
country, which he said was gravely endangered. He added that he 
would gladly give his life for the people who had shown such mag- 
nificent loyalty, and pledged himself to serve the nation. He con- 
cluded by saying that all those who had violated the Constitution 
would shortly be brought to trial. 

General opinion was that recent events had again confirmed that 
the monarchy was still popular in Persia, because of its historic 
traditions. It was considered to be the symbol of national independ- 
ence and sovereignty and the bulwark against communism. The 
future popularity of the Shah was generally agreed to be depend- 
ent on whether he acted as a strict constitutional monarch, or 
whether he resorted to his previous practices, which had made him 
so unpopular in recent years. It should not be forgotten that meas- 
ures adopted by Dr. Musaddigq to restrict the Shah’s interference in 
the army had the universal support of the people, and that any 
future infringement of the Constitution by the Shah would be met 
by the opposition of all progressive elements in the country. 

11. The Majlis 
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It was learned that the government considered the dissolution of 
the Majlis and the recent referendum as invalid and that they pro- 
posed to hold elections in the constituencies which did not elect 
members of the 17th Majlis and which could return 57 members. 
This number together with the 23 members who had not resigned 
would provide the necessary quorum for the Majlis to meet. 

The members of the Senate also claimed that the dissolution of 
their house, carried out by Dr. Musaddiq, was invalid. (This is how- 
ever a controversial question, which does not seem to have much 
popular support.) 

12. The Oil Dispute 

In reply to a question put to him by Mullah Kashani, General 
Zahidi stated that he did not propose to pay any compensation and 
that he was not in favour of the A.L.O.C. returning to Iran. 

At a press conference, General Zahidi said that the most urgent 
problem for Persia was the introduction of internal reforms; the 
settlement of the oil problem must come afterwards. 

It was believed, however, that these statements should not be 
taken as official commitments, as they were primarily designed to 
calm down public anxiety. It was taken for granted that the settle- 
ment of the oil dispute would be one of the first problems to be 
tackled by any government. However, everybody agreed that no 
useful purpose would be served by initiating any discussions until 
the government had undone the previous government's propaganda 
and removed past misrepresentations. A healthy and calm atmos- 
phere was required before reasonable discussions and negotiations 
could take place. 

13. Perso-American Relations 

The general feeling in Teheran among influential people was one 
of jubilation that the U.S.A. should have come to the country’s 
rescue when Dr. Musaddiq was about to deliver it to the Tudeh 
Party. There was general agreement that, were it not for America’s 
assistance and guidance, its financial contribution, and its encour- 
agement to the Shah to withstand further humiliation, the plan for 
the overthrowing of Musaddiq’s government could not have suc- 
ceeded. Unfortunately it appeared that these influential persons re- 
garded American support as something obligatory and continuous, 
which would enable them always to shelter behind it and continue, 
as in the past, without paying any real attention to the basic needs 
of the country. 

14. The New Government 

General Zahidi presented his government to the Shah on the 
23rd August. No ministers for War, Interior, Foreign Affairs, and 
Post & Telegraphs were named. These ministries were to be admin- 
istered by Under-secretaries until Ministers were appointed; in the 
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meantime General Zahidi proposed to keep a close watch on them 
himself. Three of the Under-secretaries are military men, and the 
cabinet has the appearance of being dominated by the army. The 
general public seemed greatly disappointed with the new cabinet, 
and many observers believed that it would have a short life. 

15. The Tudeh 

Since the fall of Dr. Musaddiq, the Tudeh has kept a complete 
silence, and all its newspapers have been suppressed. The bazaars 
have been closed since the 19th August, owing to Tudeh intrigues 
and threats that if they opened their shops they would be looted. 
The government was endeavoring to persuade the merchants to 
open their shops and offices, but up to the evening of the 23rd no 
success was achieved. 

All indications were that the Tudeh was mobilising itself for a 
general attack on the Shah and the new government. It was 
learned that the Tudeh was trying to enlist the backing of all those 
who had supported the previous government, all the “progressive” 
elements who had already been disappointed with the new govern- 
ment, in order to form a united front. Well-informed observers be- 
lieved that the Tudeh would become very much more active in the 
near future. 

15. [sic] Certain influential persons were reported to consider 
that it was essential for the new government to put forward a radi- 
cal and progressive policy. Otherwise, it would provide the extrem- 
ists of the left with ample opportunities for exploiting any signs of 
reaction. 

These same influential circles were believed to be tending to- 
wards considering that the appointment of General Zahidi would, 
in itself, encourage the Tudeh, on the grounds that the allegations 
of incompetence and corruption which were being levelled against 
him would enable the Tudeh to point to him as a mere paid crea- 
ture of the U.S.A. 

On the other hand, it is also reported that there were certain 
well placed persons who considered that General Zahidi was the 
best man to deal with the situation under existing circumstances, 
but that he would eventually be replaced by someone more politi- 
cally acceptable. 
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No. 363 


SBR 2553 /9-353 


Memorandum by the Special Assistant to the President for National 
Security Affairs (Cutler) to the Secretary of State 


TOP SECRET WASHINGTON, September 3, 1953. 


While briefing the President in Denver on the Council Meeting 
on August 27, I read him the NSC Action relative to the Secretar- 
ies of State, Treasury, Defense and the Director of FOA and CIA 
being a committee to nominate a “special representative of the US 
to deal with problems related to the Anglo-Iranian oil settlement.”’! 

The President approved this Action and suggested that Mr. 
Jones, a President of Cities Service, would be a likely candidate for 
the “special representative,” unless a governmental official were 
desired. When I said that Secretary of the Navy Anderson had 
been mentioned at the Council Meeting, he said that Anderson 
would be excellently qualified for the job, if he had time to do it. 
He said he would await the prompt nomination from your Commit- 
tee. 

When you go out to Denver to see him, perhaps you might take 
out the nomination(s) of your Committee. He will not be coming 
East until about September 18th.? 

RoBeRT CUTLER 





'See footnote 5, Document 358. 

2A memorandum, dated Sept. 8, from Dulles to Smith, Byroade, and Phleger indi- 
cated that the President had approved the selection of Herbert Hoover, Jr., to be 
the special representative of the United States to deal with problems related to an 
Anglo-Iranian oi] settlement. (888.2553/9-853) Hoover's official title was Consultant 
to the Secretary of State 





No. 364 
BRAM) TA/S-458 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET TEHRAN, September 4, 1953—noon. 
584. Re Tecto 217 September 2, 1953 antepenultimate para- 
graph.’ 





‘Also sent to FOA and repeated to London 

*Reference is to the following question asked by FOA: Would Zahedi be agreeable 
to signing a formal commitment regarding East-West trade in compliance with the 
Battle Act? (888.00 TA/9-353) 
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At conclusion our conversation last night with Zahedi (Embtel 
582 September 3 London 178)* I referred in presence Warne and 
Paul to informal statement made by him to us on August 31, 
(Embtel 539, September 1 paragraph 2) to effect Iran would not sell 
strategic materials or commodities to Soviet Union. I said it might 
be extremely embarrassing to US if after we had begun extending 
aid to Iran on substantial scale Iran Government would begin sell 
strategic materials to Iron Curtain countries. It would be helpful 
therefore if Prime Minister could assure us again at this time that 
Iran would not sell to Soviet Union materials and commodities 
which US considered to be of strategic character. Embassy has pre- 
pared supply Prime Minister list these strategic materials prepared 
in accordance with US law commonly referred to as “Battle Act’. 
Prime Minister said he had no hesitation in giving us assurances 
not only that would Iran not sell materials of strategic character to 
Iron Curtain countries but that it would probably not sell some of 
the materials set forth in list of commodities mentioned in Soviet- 
Iranian treaty signed earlier in day. 

2. I hope this statement by Zahedi will satisfy Department and 
FOA re Iranian intentions not to sell strategic materials to Iron 
Curtain countries. We are privately providing Prime Minister with 
Battle Act list (Deptel 673 September 1).* 

HENDERSON 





*Not printed. (888.00 TA/9-353) 

*Not printed. (460.889/9-153) On Sept. 11 the Department informed the Embassy 
that Zahedi's statement was satisfactory for Battle Act purposes. (Telegram 750; 
888.00 TA/9-353) 


No. 365 
611.88 9-453 Telegram 


The Secretary of State to the Embassy in the United Kingdom' 


SECRET WASHINGTON, September 8, 1953—3:07 p. m. 
PRIORITY 


1254. For the Ambassador. Please transmit following personal 
letter from the Secretary to Lord Salisbury: 


Verbatim Text. 

“Dear Bobbety: I have been watching very closely recent devel- 
opments in Iran and Egypt, as I am sure you have. In my talks 
with the President in Denver yesterday | found that he fully shares 





‘Repeated to Tehran and Cairo. Drafted and signed by Byroade; cleared in draft 
with the Secretary of State 
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my view that there is an rtunity far better than seemed possi- 
a er Gees aaa te aie to our advan the course of 
events in the entire Middle East. 1 am sending this message with 
his approval and indeed at his suggestion. 

“I think if we can in coordination move quickly and effectively in 
Iran we could close the most dangerous gap in the line from 
Europe to South Asia. I am impressed by the new approach of the 
Shah and Zahedi and I believe | that if we can respond with some- 
thing which involves a new look without abandoning basic princi- 
ples there is a good chance for a resumption of the old cordial rela- 
tionship which used to exist between Persia and your country and 
mine. It might be useful for our officials quickly to begin their con- 
sultations on a confidential basis. 

“I get the impression that the recent talks in Egypt® have gone 
well and that real progress has been made and that the many dif- 
pee have been narrowed to a point where you will feel that it 

ible to a o ahead. If we can once get the new relationship 

dhry Ps cooperation which will show visible signs of benefit 
- think we can place some trust in this producing the per- 
manent good will that we need. 

“The President and I are delighted to hear of the rapidly improv- 
ing health of the Prime Minister. I told the President of Kermit 
Roosevelt's good talks with you both.* 


Faithfully, Foster.” 
DULLES 





*For documentation regarding U.S. concern with regard to the Suez Canal Zone, 
see vol. 1x, Part 2, pp. 1743 ff 

*The Embassy in London reported on Sept. 9 that the Secretary's letter was deliv- 
ered that day to the Foreign Office but that Lord Salisbury was not expected to 
return to London before the end of the week. (Telegram 1019, 611.88/9-953) 

Lord Salisbury replied on Sept. 15 with a letter to Secretary of State Dulles, in 
which he agreed that the situation in Iran looked encouraging, that it had to be 
taken advantage of, and that, just before receiving Dulles’ letter, he approved a set 
of instructions for presentation at the Department of State on the Iranian oil prob- 
lem. (788.00/9-1553) A copy of the British memorandum in question was transmit- 
ted to Tehran in telegram 754, Sept. 11. (888.2553/9-1153) 


No. 366 
88k 00 TA 99-1158 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET TEHRAN, September 11, 1953—1 p. m. 


639. 1. At Palace reception evening September 9 group Cabinet 
Ministers told me there had been very stormy Cabinet session ear- 
lier in evening. When Prime Minister had been informed by Fi- 





‘Transmitted in two sections; passed to FOA 
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nance Minister $37,100,000 of $45 million US emergency aid was to 
be “doled out at rate $5,300,000 monthly” for budgetary purposes 
and that less than $8 million would remain for “impact programs” 
he expressed disappointment and frustration. He informed Cabinet 
he would ask me to see him September 10 to tell me that without 
more funds for reducing unemployment and raising standards 
living his government foredoomed to failure and that he therefore 
thought he should resign now. When later Acting Minister Foreign 
Affairs asked me see Prime Minister morning September 10 | 
agreed provided Warne accompany me. 

2. Warne and I spent two hours with Prime Minister. Prime Min- 
ister's son Ardeshir and Farzanegan, Acting Minister Posts Tele 
graph also present. 

3. Prime Minister appeared depressed and harassed. He said he 
grateful for such aid as US had found it possible extend. Unfortu- 
nately it inadequate meet minimum emergency needs of country. 
He outlined at length certain projects which he said must immedi- 
ately be initiated in order stimulate country and give Iranian 
people real hope for better future; for improvement living, health, 
education standards for reduction unemployment, etc. He dwelt 
particularly on needs for new roads, railroads, agricultural machin- 
ery, irrigation projects, improved agricultural methods, extension 
medical services to villages etc. He mentioned plans for establish- 
ing chains cooperatives; for creating banks to finance agriculture 
mining, trade, etc. He referred to programs for organizing peasants 
and urban workers into effective political groups. He maintained if 
250,000 could be put immediately to work decisive blow would be 
struck unemployment. Warne made notes and will report in more 
detail some projects outlined. Prime Minister said it impossible 
make progress with only $7 million in carrying out these necessary 
programs. It would be dishonorable for him stay in office if it 
should become clear he unable carry out promises made to Iranian 
people who were trusting him. He could not conscientiously be 
Prime Minister of government which like preceding government 
last fifty years made promises and did nothing. In view hopeless- 
ness situation he saw no choice other than submit resignation to 
Shah. It became apparent to me from his remarks and those made 
by Cabinet Ministers preceding evening he had obtained impres- 
sion US Government had decided instead of giving immediately $45 
million aid promised to hend-out bulk of it at rate $5,300,000 
monthly in order that it could have whip hand over Iranian Gov- 
ernment and influence its current policies. | believe this impression 
created in part by statements appearing in US press that UK was 
bringing pressure on US to keep Iran on dole until oil settlement 
achieved and in part by failure his Ministers to make clear factors 
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responsible for our decision tentatively to turn over about $5 mil- 
lion monthly to Bank Melli to be sold for rials. 

4. I told Prime Minister I regretted hear him talk of resigning. I 
sure he too great patriot abandon his efforts for country merely be- 
cause task more difficult than foreseen. It would be dishonest for 
me offer him hope US could give Iran more than $40 million emer- 
gency aid. 

I sure every cent available to US Government for such purpose 
had been placed at disposal Iran; additional funds could not be allo- 
cated since Congress not in session. Even if Congress were in ses- 
sion it would not be likely make grants to Iran of character which 
would revolutionize overnight economy of whole country. | doubted 
that Congress, for instance, would extend Iran grants to purchase 
thousands of tons steel rails (mentioned as one of needs). Funds for 
great economic development projects such as railroads should it 
seemed to me come more properly from loans. Even if Iranian po- 
litical and economic situation was such as to encourage lenders, no 
loans possible under Iranian law until Majlis could be convened. 
Majlis could not meet for at least 6 months. Therefore, no possibili- 
ty begin placing orders now for large quantities material and 
equipment for great economic projects. Furthermore careful study 
should convince him it would require many years carry out some of 
projects outlined. Necessary train thousands technicians and by 
education bring about certain changes in mentality Iranian people. 
Beginning could be made now °1 many programs outlined but 
country’s economy, health and culture could not be revolutionized 
in course few months or even years. 

5. Warne told Prime Minister he thought latter unduly discour- 
aged. Start could be made on many programs outlined by him with 
$7 million now available. It not nearly so easy effectively spend 
money as Prime Minister seemed to think. Warne mentioned illus- 
tratively some uses which might be made with $7 million. He also 
pointed out that US contributions to budget and to Bank Melli for 
exchange purposes should in short time result in increases in budg- 
etary income. 

6. Farzanegan said there seemed to be divergence in thinking be- 
tween US representatives and Iranian Government. Iranian Gov- 
ernment considered it necessary for psychological and security rea- 
sons make multiple mass attack immediately upon economic, cul- 
tural and health weaknesses of country. US officials seemed to ad- 
vocate more cautious carefully planned approach, effect of which 
might be felt over long term but not quickly enough to cause Irani- 
an people retain confidence in determination present government 
carry out its promises. Temper of country such that Iran could not 
wait for years. 
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7. We explained in detail and by illustration various problems in- 
herent in multiple mass approach tactics; also shock to Iranian 
economy which would result if attempt made convert immediately 
all emergency aid funds available into rials. We took considerable 
pains make Prime Minister understand that that procedure of 
handing out to Bank Melli approximately $5 million monthly for 
exchange purposes was not prompted by distrust of Iran or desire 
bring pressure but by fact that at present time that amount togeth- 
er with dollars received through usual transactions was probably 
all Bank Melli could offer for sale to Iranian importers without up- 
setting stability exchange rates. In addition to amuunts placed at 
disposal Bank Melli for exchange purposes, plans being made rap- 
idly to send Iran certain commodities such as sugar, which could be 
sold for rials thus increasing amount rials available for programs 
in country without disturbing stability exchange. We believe that 
Prime Minister eventually came to conclusion US was doing all it 
possibly could with limited means at its disposal to help him meet 
his financial and political economic problems and US not following 
policy of dole in dealing with Iran. 

8. At conclusion our conversation Prime Minister asked that we 
again bring attention US Government fact that although Iran 
grateful for $45 million and other aid much more was desperately 
needed for immediate spending. He mentioned no specific amount. 


He suggested that if US could find more funds some of them might 
be used in sending Iran urgently needed commodities which Iran 
otherwise could not afford to buy, such as drugs, medicines, agricul- 
tural tools and machinery, et cetera. I told Prime Minister I would 
pass his comments along to US Government but that I must again 
be frank in stating I did not believe it likely US could find funds to 
increase amount of aid promised. 


HENDERSON 


No. 367 


basemhewer Library bisemhower pagers W bret rman file 


Memorandum of Discussion at the 162d Meeting of the National 
Security Council, Washington, September 17, 1953" 


TOP SECRET EYES ONLY 


Present at the 162nd meeting of the Council were the Vice Presi- 
dent of the United States, presiding; the Acting Secretary of State; 


'Drafted by Hugh D. Farley, Assistant Executive Secretary of the National Secu- 
rity Council, on Sept. 17 
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the Secretary of Defense; the Director, Foreign Operations Admin- 
istration; the Director, Office of Defense Mobilization. Also present 
were the Acting Secretary of the Treasury; the Acting Attorney 
General (for Items 4 and 5); the Director, Bureau of the Budget; the 
Chairman, Atomic Energy Commission (for Items 2, 3 and 6); the 
Secretary of the Army, the Secretary of the Navy, and the Secre- 
tary of the Air Force (all for Item 2), the Chairman, Joint Chiefs of 
Staff; The Chief of Staff, U.S. Army (for Item 2); the Chief of Naval 
Operations (for Item 2); the Chief of Staff, U.S. Air Force (for Item 
2), the Commandant, U.S. Marine Corps (for Item 2); Capt. C. C. 
Kirkpatrick, USN, Col. D. O. Monteith, USAF, and Carroll 
Hinman, Foreign Operations Administration (all for Item 2); the 
Director of Central Intelligence; The Assistant to the President; 
Robert Cutler, Special Assistant to the President; C. D. Jackson, 
Special Assistant to the President; the NSC Representative on In- 
ternal Security (for Item 4); the Acting White House Staff Secre- 
tary; the Executive Secretary, NSC; Hugh D. Farley, NSC Special 
Staff Member; and George Weber, NSC Special Staff Member (for 
Item 2). 

There follows a summary of the discussion at the meeting and 
the chief points taken. 

[Here follows discussion of items 1-4, including significant world 
developments affecting United States security, a report on the 
status of United States programs for national security as of June 
30, 1953, and a progress report on internal security.) 


5. Progress Report on Iran (NSC Action No. 891)” 


Secretary Smith reported that Herbert Hoover, Jr. was now on 
duty as the Consultant for handling the oil problem, in accordance 
with NSC Action No. 891-b. He cited the two main problems we 
now face: to get a settlement between Iran and the UK, and then 
to get Iranian oi] on the market. Mr. Hoover had accepted the ap- 
pointment on two conditions, Secretary Smith said: (a) if he could 
be assured of the cooperation of the big oil companies in making 
room on the market for Iranian oil; and (b) if he could be assured 
of the cooperation of the Department of Justice in not pressing the 
cartel suit. 

Secretary Smith said that Mr. Stassen had dug to the bottom of 
the barrel to find the $45 million for 'ranian aid, and that General 
McClure was asking that additional military equipment be expedit- 
ed. Secretary Smith said he felt that the key to stability in Iran 
was the Iranian army. 





*See footnote 5, Document 35% 
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Secretary Smith then mentioned the reluctance of the big oi! 
companies to open the market, and suggested we must look for- 
ward to providing some kind of an operating syndicate, without 
risk of running afoul of the Attorney General. 

Secretaiy Smith concluded his report by stating that we appar- 
ently had snatched victory from the jaws of death, and he was opti- 

Mr. Stassen said that the $45 million would probably hold for 
about 6 months, until the oil got moving. He added that the Army 
pay had to be increased. General Smith seconded the importance of 
raising Army pay in Iran, and mentioned that they have only one 
uniform apiece now. He felt that the UK and Iran were very close 
now, as were the UK and Egypt; and it is important that we do not 
miss our chance. 

In response to Secretary Wilson's question, Secretary Smith said 
that Iranian oil was about 5% of world production. Mr. Stassen 
added that if the oil went into non-dollar markets it could find its 
own room, and added that this was possible in Europe. 

Secretary Smith cautioned that some of the oi] must, however, go 
into the dollar market. 

The National Security Council:* 


a. Noted an oral progress report by the Acting Secretary of State 
on developments with respect to Iran. 

b. Noted that Mr. Herbert Hoover, Jr., hac been appointed as a 
special representative of the United States to deal with problems 
related to an Anglo-Iranian oi! settlement, in accordance with NSC 
Action No. 891-b. 


[Here follows discussion of items 6-7, armaments and American 
policy and the status of NSC projects as of September 14.| 
Huon D. Fariey 





"Paragraphs a-b constitute NSC Action No. 911. (8/S-NSC (Miscellaneous) files, 
lot 66 D 95, “Record of Actions by the NSC, 1953") 
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No. 368 
THe GOS 18d Tedegerem 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY Tenran, September 18, 1953—9 p. m. 


703. 1. Shah received me this morning at my request. Conversa- 
tion lasted 90 minutes. After usual amenities | asked if he pleased 
way things going. He replied he not altogether happy. Growing 
number complaints coming in re new government. Grievances for 
most part because of weakness members Cabinet and of appoint- 
ment key posts men who in past have proved themselves incapable 
or dishonest. Even Ulemas (spiritual leaders) who formerly friendly 
Zahedi now becoming critical. Latest charges were that incompe- 
tent and dishonest people being retained and even introduced into 
Ministry Justice. Zahedi had also weakened army by trying bring 
back into active service retired incompetent and corrupt officers. 
On several occasions he had discussed these matters with Zahedi 
but Zahedi had apparently paid no attention to his warnings and 
suggestions. 

2. I replied his remarks disheartening. I convinced both he and 
Zahedi well-intentioned and desired work together. | concerned lest 
they not being frank with one another. Zahedi kind of man with 
whom Shah should speak openly and not hint. Shah should also en- 
courage Zahedi express his views without reservation since because 
of his deep respect Zahedi almost sure hesitate disagree with Shah. 
Since both had common objectives there should be no divergence 
views if there should be frank exchange. 

3. I told Shah rumors circulating in Tehran that he and Zahedi 
in disagreement re army. On one hand it being said Zahedi taking 
actions re army without consulting Shah and on other Shah ignor- 
ing Zahedi in issuing instructions to army direct to Chief Staff. 
Tudeh and other enemies of both Shah and Zahedi undoubtedly de- 
lighted at stories this kind and taking pains give them wide curren- 
cy. Shah said there need be no differences or even rumors of differ- 
ences if Zahedi would realize he had nothing do with army. It diffi- 
cult for Zahedi to forget that as Prime Minister he now civilian not 
in capacity army officer. He quite willing hear anything Zahedi 
might say to him personally and confidentially re army but not 
prepared set precedent by permitting Prime Minister openly give 
advice re army matters. 





‘Transmitted in four sections; also sent to London. On Sept. 19 a summary of this 
telegram was sent to the U.S. Mission at the Us! :' Nations in New York for Secre- 
tary Dulles as Tedul 6. (110.11 DU /9-1953) 
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4. I pointed out army highly political institution. In present deli- 
cate situation changes in its high ranking personne! or organiza- 
tion might affect political stability country. Therefore, Shah should 
make no such changes without at least informing Prime Minister 
in advance his intentions. Shah said he willing inform Prime Min- 
ister in advance but not prepared promise refrain from any action 
re military to which Prime Minister might object. As Commander- 
in-Chief he could give orders direct to Chief Staff without going to 
Prime Minister. Prime Minister on other hand should not give 
orders to Chief Staff except through Minister Defense who would 
have opportunity consulting Shah before conveying them. I said 
that in general Shah should channel orders of importance through 
route Prime Minister and Minister Defense to Chief Staff. Other- 
wise, both Prime Minister and Minister Defense might be unaware 
of certain developments for which they should be prepared. Shah 
repeated he intended give no important instructions to Chief Staff 
without informing Prime Minister in advance. He did not, however, 
indicate willingness channel his instructions through Prime Minis- 
ter. 

5. Shah said nothing so far reduce unemployment and take meas- 
ures for economic development of country. | said such criticism ex- 
tremely unfair and explained some of financial difficulties of gov- 
ernment including those connected with obtaining rials. Govern- 
ment not only inherited bankruptcy but archaic, inflexible fiscal 
system which shackled its activities. Shah replied he aware criti- 
cism unfair but, nevertheless, it bothered him. He thought govern- 
ment partly to blame in that its information apparatus was ex- 
tremely poor. Government had been ineffective in explaining its 
difficulties to public. 

6. Shah said he understood I had been pressing for early elec- 
tions. I said, “no.’’ I had, however, pointed out to Prime Minister 
difficulties which Iran might face if no Majlis at least by March 1. 
I asked if Shah opposed elections. Shah said he thought it danger- 
ous have elections until government had instituted broad impact 
economic development programs which would show people it in- 
tended by acts, not by promises, to help them. I pointed out govern- 
ment did not have funds for instituting such impact programs and 
probably would not have until oil settlement could be achieved and 
Majlis could meet ratify it and approve loans. 

7. Shah said if US more interested in saving Iran from Commu- 
nism than in achieving oil settlement he saw no reason why US 
Congress could not grant additional credits in January so that 
public works could be undertaken prior to elections. Did US want 
oil settlement at expense of Iran’s loss of independence? I replied if 
no oil settlement made, | thought Iran would lose its independence 
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anyway. It seemed to me quite impossible for US Congress to grant 
more credits to Iran if oil settlement not achieved or at least in 
sight. American public opinion would oppose such action by Con- 
gress. Furthermore, British public would be outraged and would 
bring pressure on British Government. Shah knew as well as I that 
if US and UK would work at cross purposes in Iran they would 
thwart each other and Russians would have clear field. Shah 
agreed. He said he afraid, however, that free elections without 
prior impact programs would result in returning many rabble rous- 
ers and irresponsibles to Majlis who would paralyze government. 

8. I said if through free electicns Iran not able return patriotic 
men able and willing to pass legislation necessary for maintaining 
Iranian independence and promoting its prosperity it would seem 
to me that democratic independent Iran not possible in present 
conditions and decision must be faced as to whether (a) for period 
there be an undemocratic independent Iran, or (b) permanently an 
undemocratic Iran behind iron curtain. 

9. Shah said perhaps it would be safer in circumstances for elec- 
tions to be “supervised’’. 1 said Shah and government better judge 
in this respect than I. | would venture remark, however, that if 
elections were supervised aim should be to fill Majlis with intelli- 
gent broadminded loyal patriotic Iranians possessing leadership 
qualities rather than second rate and perhaps even dishonest Irani- 
ans whose only merit might be willingness to vote yes. Shah said 
he heartily agreed but before elections could be held on this basis it 
necessary for Zahedi extirpate incompetent and doubtful people 
from his Cabinet, from his advisers several Ministries. Greatest ne- 
cessity of course would be that army be strengthened immediately 
regarding morale and equipment. 

10. Shah then stressed with great earnestness army needs. Fi- 
nancial situation army personnel, particularly non-commissioned 
officers and commissioned officers up to rank captain, unbearable. 
He had been compelled promise them increases in salary and 
better housing conditions. Unless this done immediately he could 
not vouch for morale army. Even without impact programs govern- 
ment could ride through storm if army morale intact. Without good 
morale in army and without impact programs to satisfy unem- 
ployed and poverty-stricken masses election campaign might prove 
disastrous. With loyal army he would not even hesitate in case su- 
pervision elections should fail produce “good Majlis” to dissolve it 
and exercise dictatorship until impact programs would prepare at- 
mosphere for a second round of elections. He hoped US Govern- 
ment would understand what loyal army would mean to Iran in 
present difficult situation. 
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11. I asked what precisely he had in mind. He said he not yet 
sure exact amounts but thought it would cost approximately 
$300,000 monthly to raise salaries and approximately $200,000 
monthly to carry out housing program in outlying districts where 
commissioned and non-commissioned officers living in abject 
misery. I asked if he desired that funds which we had hoped to lay 
aside for impact programs be diverted to this purpose. He replied 
“no”. Rumors would inevitably become current that workers being 
sacrificed for army. That would be disastrous. This extra half mil- 
lion dollars monthly should not be taken from such meager funds 
as might be available for impact programs. 

12. I asked Shah if it his idea that US Government find immedi- 
ately another $3.5 million for carrying out “army morale” program 
up to April 1. He said “yes”. He sorry make such request. He real- 
ized US fiscal difficulties. Nevertheless he hoped US would realize 
urgent needs and find some way provide these funds. I asked if it 
might not be possible that housing program be carried out as tech- 
nical assistance program like present limited program for improv- 
ing housing conditions gendarmérie. He said “no”. Housing pro- 
gram for army should be carried out as purely Iranian program 
under some kind additional Iranian army budget. It would make 
army personnel vulnerable to propaganda charging that army had 
been taken over by US and that military forces were in effect US 
forces if housing program was under US auspices. Army personnel 
would be informed by Tudeh and other groups hostile to West that 
army had been sold out; it supposed fight for US not for Iran. I 
said I would bring his views attention US Government which I 
know would be sympathetic but that I could not see where any ad- 
ditional funds could be found for this purpose. Furthermore, there 
were technical problems involved, in view Iran’s inflexible fiscal 
system in exchanging $3.5 million additional dollars into rials. 
Shah said he confident US and Iranian experts could find means 
accomplish this if they would exert all their ingenuity. He intimat- 
ed that if necessary some extraordinary way might be found to 
effect such conversion.’ 

13. I told Shah I thought that at present juncture best Iranian 
financial brains should be brought to bear on Iran’s fiscal problem. 





On Sept. 19 Ambassador Henderson informed the Department that the figures 
he provided in paragraphs 11 and 12 were inaccurate; that the minimum needed to 
raise salaries for noncommissioned and junior officers would be 95 million tomans 
per month at an official exchange rate of 9.6 tomans to the dollar. Henderson went 
on to say that he and others at the Embassy agreed with the Shah that it was neces- 
sary to raise army salaries and improve living conditions within the Iranian armed 
forces because they were the main pillars of the country's stability and security 
Therefore, the Embassy hoped that some way might be found to make additional 
funds available as requested by the Shah. (Telegram 705, 788.00/9-1953) 
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I asked why it was that man like Ebtehaj not being used. He said 
he had pressed Zahedi to bring Ebtehaj back. He thought latter 
much more capable and trustworthy than Amini, present Minister 
Finance. Zahedi, however, had thus far apparently not taken any 
steps to effect return Ebtehaj. 

14. I again returned to problem Majlis. It seemed to me neces- 
sary that in near future there be passage of legislation re oil settle- 
ment, re possible foreign loans, re reformed fiscal and taxation sys- 
tems, etc. Shah said perhaps loans not necessary. Several European 
countries had already expressed willingness advance enormous 
grants of credit to Iran. German bankers and industrialists even 
discussing possibility credits to Iran in amount $200 million. Japan 
also showing interest furnishing credits in return for future oil de- 
liveries or in connection with barter deals. 

15. I said I confident any credits which European countries or 
Japan might offer Iran were based on assumption that oil settle- 
ment would be achieved. Shah said nothing had been said to that 
effect. I replied Iran should not build up false hopes. Inconceivable 
that any responsible group foreign businessmen would wish to risk 
extending credits or making investments to Iran so long as latter 
in its present abnormal international and internal political and 
economic situation. Risk would be too great. Iran’s international 
credit worthless in absence oil settlement. It would be great trage- 
dy if Iran should obtain false idea that it could play off one group 
of businessmen in free world against another at least in absence oil 
settlement. He should use all his influence to bring about settle- 
ment oil problem in earliest possible future. If then Iran could re- 
ceive large credits from other free countries so much the better. 

16. Shah asked if I had as yet any ideas as to what might be nec- 
essary in order effect settlement oil problem. I replied negative. I 
sure he would find UK full good will and anxious to effect settle- 
ment on fair basis. Iran could not expect, however, that UK would 
abandon principles on which international intercourse among free 
nations must be based in order achieve settlement. Shah asked 
whether it would be preferable to establish relations with UK prior 
to oil settlement. In his personal opinion oil settlement should 
come first. I said I had no views on this matter. I did not know 
what British attitude was. However I thought diplomatic relations 
should be resumed and oil settlement effected without delay. Until 
that done international position and internal political and econom- 
ic situation of Iran would continue to be delicate and dangerous. 

HENDERSON 
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No. 369 
B88 2553/9-2153 Telegram 


The Secretary of State to the Embassy in Iran' 


SECRET NIACT WASHINGTON, September 23, 1953—7:27 p. m. 


853. In partial answer urtels 718 and 719? following represents 
trend present thinking here. 

Informal talks with British start September 24 or 25. Our prelim- 
inary information is that British are in cooperative frame of mind 
and expect our full partnership in oil matter. 

Our position and that of British appear identical regarding reper- 
cussions on our respective oil operations elsewhere in Middle East 
and rest of world. Whatever solution is found for Iranian problem 
will soon be forced on both of us by all other countries if in any 
way more advantageous to them than those now in operation. Ex- 
treme nationalization is greatest problem and becomes focal point 
for communist agitation. 

Notwithstanding suggestion in British memorandum September 
11 that discussions with Iran should be predicated on February 20 
proposals, we are of opinion that conditions have changed so much 
during last eighteen months that this approach may no longer be 
feasible. 

Implementing any settlement along lines of February 20 propos- 
als presupposes willingness of petroleum industry to take substan- 
tial amount of Iranian oil. At that time alternate sources of supply 
were not fully developed nor refinery programs worked out. Today 
there is ample supply of cheap oil available to Middle East compa- 
nies. In fact they are faced with oversupply. Refinery commitments 
have also been completed and when construction now underway is 
finished next year there will be adequate capacity available. Alter- 
nate solution must therefore be found. 

Distribution of appreciable quantity of Iran’s oil into world mar- 
kets requires complete cooperation of entire petroleum industry. In 
early stages oil can be handled only by those companies now oper- 





‘Repeated to London on Sept. 26. (888.2553/9-2153) Drafted by Hoover and signed 
by Byroade. 

*In telegram 718, Sept. 21, Ambassador Henderson warned that the United States 
and United Kingdom had to work together on a common basis of trust and coopera- 
tion, or else the West would lose Iran to the Communist bloc, and that, therefore, 
the two countries had to approach an oil settlement on the basis that this was a 
dynamic political and psychological problem rather than a technical or commercial 
problem. (641.88/9- 2153) 

In telegram 719, Sept. 21, Ambassador Henderson outlined the type of oil settle- 
ment he envisaged would offer the best chance for a successful resolution of the con- 
troversy. (888.2553/9-2153) 
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ating in Middle East. Highly doubtful that industry cooperation 
can be obtained if premium is placed upon nationalization and con- 
sequent loss of existing sources of supply in that and other strate- 


gic regions. 

The partial negation of Iranian nationalization program inherent 
in following or similar proposal we believe represents limit to 
which private industry will go even under pressure. If solution 
similar to one outlined below can be made palatable to Iran, then 
entire compensation issue can be avoided and existing danger to 
our strategic sources of supply elsewhere minimized. 


Following type proposal suggested from several quarters and in- 
dications are that it might be acceptable to various American, 
Dutch and British interests involved. Your comments earnestly re- 
quested whether something along this line might be acceptable to 
Iranian Government. If so it could be put to British if they appear 
disposed discuss concrete suggestions. 


A. A new operating company would be formed owned half b 
American companies and balance by Dutch Shell and AIOC with 
latter interest not over 25%. 

B. To compensate AIOC for reduced participation, American and 
Dutch companies would in effect purchase 75% of AIOC claim 

i Iran at price agreed upon by direct negotiation between 

them, thereby obviating necessity of any compensation payments 
between Iran and AIOC. 

C. Above transaction would be contingent upon contract being 
executed between Iran (or NIOC as Iran's effective agent) and new 
company substantially as follows: 


1. Recognition of nationalization of subsoil resources of Iran. 

2. Iran would receive 50% of income after deducting operat- 
ing expenses and depreciation. This is same formula now used 
elsewhere in Middle East and South America. Approval by 
Majlis unquestionably required before full scale operations 
commence. 

3. Almost ——- crude oil off-take of 400,000 barrels per 
day could be yo pe , providing anager income approxi- 
mately $100,000, A year to Iran, plus additional expendi- 
ture of about $25,000,000 per year within country for local 
wages and voolhn 

4. Guaranteed minimum crude oil off-take of 300,000 barrels 
per day, with proportionate payments as in (3) above. 

5. Probable increase in off-take as world markets increase. 

6. Excellent probability that upon formal approval of such 
contract World Bank would make immediate and substantial 
loan to Iran upon commercial basis against future oil revenues. 
Bank might properly insist upon supervision of expenditures 
under loan. 

7. Company would supply all working capital for operations 
and new capital for renewed or expanded facilities. 
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8. Operation of refinery will probably take some time and 
then at reduced thru-put due enlarged modern facilities closer 
to markets and obsolescence of old plant. 

9. Under such proposal company would have title to or lease 
of all producing and refining facilities for life of contract in 
view of effective purchase by company from AIOC of these 
same facilities and obviating compensation issue between Iran 
and AIOC of amount variously estimated between half-billion 
to one billion dollars. Drawn-out proceedings with attendant 
recriminations would thereby be avoided. 

10. Life of contract would extend for at least 40 years, in 
order to allow amortization of payments to AIOC. Geographic 
area would be same as old AIOC concession. 

11. Contractor would have effective management of field and 
refining operations under American or Dutch supervision but 
using maximum number of Iranian nationals in responsible po- 
sitions. 

12. Large number of American marketing companies would 
participate to insure stable and diversified markets from Irani- 
an viewpoint and to satisfy requirements of equity and public 
opinion in U.S. This also necessary in order to raise large 
amount of capital required and to handle such substantial 
amounts of oil. 


One possibility for immediate but limited resumption of oper- 
ations would be for NIOC to execute such contract with company 


once, subject to approval by Majlis later. Whether NIOC has such 
power not known here. But if possible limited amount of income to 
NIOC would be forthcoming within relatively short time. Full scale 
operations and extension of bank financing would await ratifica- 
tion.* 


DULLES 





"Henderson responded in telegram 749 from Tehran, Sept. 25, stating in the 
strongest terms “that it would be fatal to Western interests to offer present Iranian 
Government proposals less advantageous from point of view of principle than those 
made to Mosadeq on February 20.” He felt it “not unlikely Zahedi Government 
would resign at once and Shah in despair would abdicate.” (8&8%.2553/9-2553) 

On Sept. 26 the Department informed Ambassador Henderson that the talks with 
Butler, which began on Sept. 25, had thus far been informal and exploratory, and 
that it would not be possible for decisions to be made within the U.S. Government 
during Butler's stay in Washington. Moreover, the British were given orally and 
only generally the line of thought presented in telegram 853. (Telegram 879, 
RRR 2553/9-2653) 
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No. 370 
78a 55/9-2958 Telegram 


The Ambassador in Iran (Henderson) to the Department of State' 


SECRET TEHRAN, September 29, 1953—8 p. m. 
[Received 2:39 p. m.] 

783. 1. Shah today described to me at length his perplexities re 
future Iranian Army. He said point had been reached where it now 
essential he know views US and UK re uses for which Iranian 
Army to be prepared. Did US and UK desire that army be used ex- 
clusively for maintaining domestic law and order? Did they desire 
army which in case of attack from Soviet Union could engage in 
delaying action by falling back successively from holding point to 
holding point? One kind army needed for mere police force; an- 
other kind needed to cope even for relatively short period with in- 
vasion from North. At present army was unwieldy and maintain- 
ing useless weapons if it was to serve as police force. It did not 
have proper organization or weapons if it was to carry on delaying 
action. If police force desired there should be sharp reduction in ex- 
penditures and abandonment certain types weapons. If potentiality 
for delaying action desired until help could come to Iran or at least 
under defenses ME could be strengthened, there must be reorgani- 
zation and different kind weapons. 

2. Shah said he hoped questions which he had put to me could be 
studied by highest agencies US Government. He supposed that 
answer could be given only by decision National Security Council 
approved by President after discussion with UK. It seemed to him 
important that policy UK and US in this respect should be identi- 
cal. It had been his feeling that UK in past years had not been 
sympathetic to creation Iran Army strong enough to offer even 
temporary ‘resistance to invader. On other hand British had not ap- 
peared to object to steps taken by US to strengthen military power 
Turkey. He still could not see any sense in building strong Turkish 
Army which Russians could easily out-flank through Iran. If deci- 
sion should be in favor of police force army, Iran would have no 
choice except to bow to it since obviously it not in position without 
US or UK aid to build even third-class army. Decision would prob- 
ably have considerable effect on morale Iranians. It would not be 
easy for Iranian people to take strong stand in supporting [combat- 
ting] inroads Communism once they realized they were to be given 
no chance holding even portion country until help could arrive. 





‘Also sent to London 
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Army morale would also tumble. Nevertheless, it preferable that 
there be clean-cut decision in this respect; precious funds should 
not be wasted on useless armament and military salaries. 

3. Mosadeq had taken position army should be merely police 
force. After he had taken control army, however, he had been 
afraid to put his ideas into force for fear of what effects on army 
attitude towards himself would be. Result was that military mat- 
ters continued to drift. 

4. Shah went into considerable detail re what might be needed in 
case decision should be made that army should be enabled to 
engage in delayed action. | shall not try repeat them in this tele 
gram. He mentioned particularly tanks of kind that could meet on 
even terms best Soviet medium weight tanks, light anti-aircraft 
guns, tank destroyers, ammunition dump sets. He insisted that cost 
would not be excessive in light of what US had spent in Korea and 
was spending in Indochina. Nevertheless, they would be larger 
than recent US expenditures for Iran army equipment. 

5. | promised report our conversation to Washington. He said he 
hoped for answer soon as possible so that business-like plans could 
be made re future Iranian Army.” 

HENDERSON 





*On Oct. 1 Byroade informed the Embassy in Tehran that the substance of tele- 
gram 783 from Tehran had been given to the British Embassy in Washington with 
the indication that the United States felt that the Iranians should not be told that 
they should consider their Army merely to be a police force. Moreover, the British 
were told that the United States hoped that the British would authorize the United 
States to inform the Iranians that the British Government was of the same view 
(Telegram 916; 788 55/9-2953) 


No. 371 
58 9 2958 Telegram 


The Secretary of State to the Embassy in Iran' 


SECRET NIACT WasuincTon, September 29, 1953—7:30 p. m. 


897. 1. Discussions with British on Iranian oil problem frank and 
cooperative. By mutual agreement no commitments made by either 
side.” 





'Repeated to London. Drafted by Hoover and approved by Byroade 

®At this point, two meetings had been held between officials of the Department 
and British representatives led by Victor Butler, the British Minister of Fuel and 
Power, on Sept. 25 and 26. Subsequently, two additional meetings were held on Sept 
30 and Oct. 1. The texts of the minutes of these meetings are in file 888.2553 
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2. We both fee! little probability arriving satisfactory permanent 
solution now. 

3. Various forms interim agreements examined. Possible two 
year operation by World Bank discussed as follows: 

A. All issues of principal on compensation for nationalization 


would dispose of oil by contract at own discretion prob- 
Te intorendionsl companies individually who now oper- 
k production that area propor- 


4. Such plan obviously requires substantial compromise by both 
parties and no assurance that British would agree although indi- 
cate real desire to be helpful. Now apparent further progress 
awaits developments Tehran. 

5. British apparently agree suggestion Hoover proceed Tehran 
when you believe desirable.* He anticipates such visit would be ex- 
ploratory only at this stage. Request your comments on suggested 
timing and reaction in Iran to such exploratory visit. We would see 
profit here such visit unless you foresee serious consequences.* 

DULLES 





*Byroade advanced the US. proposal that Hoover should proceed to Iran on a 
factfinding visit at the meeting with the British representatives on Sept. 26. 
(888 .2553/9-2653) 

*On Oct. 2 Ambassador Henderson responded, expressing disappointment that 
there seemed to be little possibility of reaching a permanent and satisfactory solu- 
tion at that time, as he felt a temporary solution would leave Iran in a state of 
chronic political restlessness for the next 2 years. The country's credit position 
would be such that foreign and private investors would not inject capital into the 
economy; nor would Iran have the funds necessary to carry out substantial econom- 
ic development programs without foreign aid 

With regard to Hoover's projected trip to Iran, Henderson thought such a visit 
would be extremely helpful as long as the British were agreeable, and Henderson 
recommended that Hoover should stay several weeks. (Telegram 820, 888.2553/10- 
253) 
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No. 372 
WR PO Telegram 


The Secretary of State to the Embassy in Iran' 


SECRET Wasnincton, October 8, 1953—3:56 p. m. 
956. Following is text British note from Eden to Secretary deliv- 
ered October 7: 


“I have just got back and at once looked into recent correspond- 
ence about Persia. The first thing that struck me was the admira- 
ble way in which Henderson had handled matters, and | should be 

mn mnew Row grates bam far tho pant 
cco Ce eee 
State t have given to the 


y that our immediate aim should be to re-establish dip 
will not misunderstand me I am sure if | sa 
rough intermediaries, however trusted and well 
oe completely satisfactory substitute for direct con- 
later we should have to come into the talks, and 
of view it would in my opinion be preferable for us 
be in them from the start. In any case on general ay 
grounds it is foolish for this estrangement between us and 


While therefore I gladly accept the suggestion that Hoover 
should go to Tehran, I should like to see his purpose defined as fol- 
lows: in cooperation with Henderson 


(a) to make clear that we want to reestablish relations as 
soon as possible, and shall be ready to do so whenever the Per- 
sians are; 

(b) to assess the political situation in its relation to the oil 

, having discussion for this purpose with the Shah and 
Zahedi; and 

(c) to explain to them the problems involved in putting Per- 
sian oil back on the market, and to try to elicit what ideas the 
Persians themselves have about a possible settlement.” 


n all poin 





'Pouched to London. Drafted by Gray and approved by Byroade 

*In a memorandum from Byroade to Secretary Dulles on Oct. 7, Byroade informed 
the Secretary that he and Hoover, upon delivery of Eden's message, told the British 
Embassy representative they were pleased with the general tone of Eden's message, 
but that they thought the terme of reference for Hoover's trip were too restrictive 
Points a, b, and c were a British rewrite of the terms of reference worked out with 
the British during Butler's visit, with point a actually being a Britieh addition. The 
British representative pointed out that he felt comsiderable latitude could be used by 


Hoover under the wording of paragraph c, but that he would ask for London's com- 
Continued 





IRAN, 1952-1954 809 


I hope you will be able to agree to that definition. Meanwhile, 
the latest proposal is being considered urgently and we will let you 
have our comments as soon as possible.* | very much hope Hoover 
will not leave until you have them. We should much like to see 
him here both on his way out and on his return. 

DULLES 





ments on according Hoover greater latitude Byroade also told the Secretary that he 
and Hoover agreed that Hoover would not leave until the British comments had 
been received concerning the American proposal that Hoover explore the pousibulrty 
of reaching an interim solution to the oi! crisis. (88% 2553/ 10-753) 

"See infra 


No. 373 
wee 758 10 938 Telegram 


The Secretary of State to the Embassy in Iran’ 


SECRET PRIORITY WasnincTon, October 9, 1953—8:45 p. m. 
973. Foreign Office views on Hoover's trip and interim settle- 
ment presented Department this morning. In brief, Foreign Office 
much prefers long-term settlement and feels interim settlement: 
1) would set pattern any final solution; 


2) might last indefinitely or at least reduce pressures on Irani- 
ans come to final sett t. 


Furthermore, British believe present attitudes Iranian Govt offer 
best chance effecting some final settlement and they hope if 
Hoover finds any reasonable opportunity, he wil! press for final so- 
lution. 

Recognizing, however, that it may be necessary for Hoover dis- 
cuss at least in general preliminary terms interim settlement, Brit- 
ish listed certain points which they feel must be considered in any 
interim arrangement. 

1. Foreign Office attaches “greatest importance” to IBRD operat- 

on behalf both parties; 

While AIOC would give waiver its legal claims to IBRD oil 
sales, this would not apply any other Iranian oil sales; 

HMG considers it ° essential” some part of proceeds be set 
eside towards compensation. British feel this necessary protect 
AIOC and prevent undesirable effect on Iran's neighbors; 

4. HMG would expect British Engineering firms to be associated 
3 any US or international companies hired by IBRD to operate 
oil industry; 


‘Repeated to London. Drafted by Stutesman, cleared with Hoover, and approved 
by Jernegan 








ier counties vacsive tay §9 conta) without giving Iranians more 
¢ net profits likely to be realised: 
. Political and economic effects from the size of AIOC 
tion would have to be considered. HIMG hed always assussed i 
“ 50 percent production”. This does not mean AIOC 
be unwilling consider other agreements but this point would 
ve to be taken into account in any settlement. 


British had hoped Hoover would stop at London in order demon- 
strate to Persians joint US-UK approach on oil problem. However, 
they agreed Hoover should go directly Tehran.* In regard publicity, 


In brief conversation following presettation British views, 
Hoover made point that question AIOC participation would natu- 
rally lead to question AIOC willingness cut back crude oil produc- 
tion other areas. Hoover also pointed out in regard Point 5 above, 
that it would be difficult from practical standpoint put Abadan re- 
finery back into any substantial operation under interim settle- 
ment. 

DULLES 





*On Oct. 12 the Department informed Ambassador Henderson that Hoover was 
planning to depart New York on Oct. 15, arriving in Tehran on Oct. 17. (Telegram 
ORS. BRR 2553/ 10-1253) 


No. 374 


mm 00) » 94 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET Tenran, October 9, 1953—6 p. m. 
[Received 9:41 p. m.] 

866. 1. During talk with Ala, Minister Court, evening October 6, 
he asked my latest thinking re Majlis and Senate. I explained why 
I thought it preferable Shah issue firman dissolving both bodies 
and calling for new elections. | said | failed understand why Shah 
appeared be unwilling do so. Ala said he agreed with 
me .... Early on morning October 7, Ala informed me he had 
talked with Shah who not only had expressed willingness sign nec- 





‘Transmitted in two sections; repeated to London 
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essary firmans if requested by Zahedi but also had asked 
Ala .. . urge Zahedi at earliest possible moment request Shah to 
issue these firmans. 

2. I learned later on morning October 7 that Prime Minister 
Zahedi was to lunch with Shah and requested see former before his 
luncheon. During our conversation I gave Zahedi substance formal 
attitude UK re Majlis (see paragraph 2 Deptel 933, October 5, re- 
peated London 1772).? I also said it my impression both US and 
UK of opinion that from point view ratification agreements it 
would be preferable have full rather than rump Majlis. Questions 
might be raised later as to why seats in Majlis made vacant by res- 
ignations had not been filled, particularly seats Tehran deputies. It 
seemed to me personally his government would be in stronger posi- 
tion not only internally but before world if it could be supported by 
full duly-elected Majlis. 

3. Zahedi said he hesitated incur hostility small group rabid na- 
tionalists who opposed dissolution. He thought it would be easier 
control them in framework Majlis consisting of 23 deputies who 
had not resigned plus those elected to fill vacancies which Mosadeq 
had not permitted be filled than it would be if he were to antago 
nize them by having Majlis dissolved. Furthermore, he needed 
Majlis for certain urgent legislation. Vacant seats sufficient make 
quorum could be filled by election withlin) few weeks. Holding of 
general elections would require several months. Furthermore, if 
Majlis should be dissolved and new one brought in as result gener- 
al elections certain nationalistic elements would charge he had de- 
liberately replaced nationalist Majlis with one subservient to Brit- 

4. I said I realized force his arguments and did not wish to press 
him take action which, in his opinion, would be harmful Iran. It 
seemed to me, however, that experienced public relations officials 
could explain to Ironian public that (a) certain important laws 
must be enacted in near fuvure; (b) all districts Iran should be rep- 
resented in any Majlis considering these laws; (c) Mosadeq by pre- 
venting completion of elections and bringing about resignations of 
more than 50 deputies had succeeded in undermining effectiveness 
present Majlis; (d) in order that Iran might be provided at once 
with effective Majlis he was requesting Shah dissolve it and call for 
new elections; (e) since effectiveness of present Senate had also 
been weakened by Mosadeq he was also requesting Shah dissolve it 





*In telegram 933 the Department informed the Embassy in Tehran that the Brit- 
ish felt that the United Kingdom could make no agreement with Iran unless it was 
concluded and ratified by the Majlis in a manner valid under Iranian law and con- 
sistent with the provisions of the Iranian Constitution (788 21 /10-553) 
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and call for holding senatorial election simultaneously with those 
of Majlis. I said it difficult believe that if this matter presented to 
Shah latter would fail to see its merits and would be unwilling 
issue necessary firmans. I hoped he could take this matter up with 
Shah at lunch... . Prime Minister promised he would discuss 
matter with Shah at lunch. 

5. While I still talking with Prime Minister member Embassy 
staff brought me Deptel 938 October 6 repeated London 1784,* sub- 
stance of which | communicated to him. 

6. I told Zahedi that I would also be grateful if when talking with 
Shah he would again raise question establishment near future dip- 
lomatic relations with UK. I aware both he and Shah inclined be- 
lieve it preferable diplomatic relations be resumed simultaneously 
with oil settlement. After giving this matter further thought I had 
become thoroughly convinced diplomatic relations should be re- 
sumed at earliest possible moment and that resumption should not 
be considered as linked with oil problem. In present delicate inter- 
national! situation it disadvantageous to Iran not to have diplomat- 
ic relations with great member free nations such as UK. Immedi- 
ate resumption relations should strengthen Iran's international po- 
sition as well as internal position of present government. Present 
government could never hope have support of Tudeh and other 
anti-Western elements of country. It needed backing all pro-West- 
ern elements. Until it had established relations with UK maiy 
powerful groups in Iran friendly to West would not be likely give 
government their full confidence and support. I had reason believe 
UK was prepared establish diplomatic relations. Since Iran had 
broken relations it seemed to me it was appropriate it should take 
first steps to resume them. British Government and public friendly 
towards present Iranian Government. If, however, this new govern- 
ment would appear to be following Mosadeq’s policies re UK, sym- 
pathy of UK Government and public towards new Iranian Govern- 
ment must gradually disappear. Furthermore, there no logical 
reason for linking oil problem with that resumption relations. 

7. Zahedi said he doubted that public opinion in Iran as yet pre- 
pared for resumption diplomatic relations with UK in absence of 
oil settlement or at least of concrete steps in direction oil settle- 
ment. He afraid that if British Embassy should be established in 
Tehran before settlement oil problem it would become target abuse 
extreme nationalists and relations between Iran and UK would 





"Telegram 93% instructed Henderson to convey the substance of telegram 933 to 
Prime Minister Zahedi and also to inform him that although the U.S. Government 
was unwilling to make a judgment in this matter, it nonetheless expected that any 
agreement which was concluded would be ratified in a manner valid under Iranian 
law. (788.21/ 10-653) 
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suffer. Furthermore, Mosadeq has been successful in persuading 
iranian people that problem oil settlement and that diplomatic re- 
lations with UK were linked. If new government should enter into 
relations with UK without oil settlement many Iranians, he feared, 
would begin to believe propaganda of elements hostile to govern- 
ment to effect new government merely puppet of British and 
Americans. I said I realized that it would be necessary prepare Ira- 
nian public for resumption relations. I did not believe, however, 
such preparations would be difficult or would require much time. 
Prime Minister promised discuss this matter with Shah. 

8. I immediately informed Ala substance this conversation. | sug- 
gested he tell Shah before latter’s meeting with Zahedi. Ala said he 
knew Shah would welcome request to issue firman dissolving 
Majlis and Senate. He doubted, however, that Shah would consider 
it wise for Iranian and British relations to be resumed prior to oil 
settlement. Shah was still of opinion that government might be 
charged by Iranian nationalists as following weak policy re British 
if it should enter into diplomatic relations while oil situation exist- 
ed as at present. 

9. Ardeshir Zahedi told me afternoon October 8 Shah had told 
his father that in his opinion both Majlis and Senate should be dis- 
solved at once and steps taken to hold general elections within 
next few months. Ardeshir said he did not as yet know what his 
father’s final decision in this matter would be. His father would 
discuss this problem, together with other problems, with me on 
evening October 10.4 Ardeshir also said he did not know what 
present attitude of Shah was re resumption diplomatic relations 
with UK. Ala confirmed to me evening October 8 that Shah press- 
ing Zahedi for dissolution Majlis and Senate. He also disclaimed 
knowledge re Shah's latest views re resumption diplomatic rela- 
tions. 

HENDERSON 





*Ambassador Henderson reported on his conversation with Zahedi on Oct. 10 
Zahedi informed him that he had spoken with the Shah about the future of the 
Majlis and Senate and told the Shah he was inclining toward the position that both 
should be dissolved and new elections be held. He also informed the Shah that he 
thought he would take the decision within the next 2 or 3 days. (Telegram 881, Oct 
12; 788.00/ 10-1253) 
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No. 375 
SHA 2555 10-1253 Telegram 


The Secretary of State to the Embassy in the United Kingdom'* 


SECRET PRIORITY WasHINGTON, October 13, 1953—6:27 p. m. 


1964. At your earliest convenience deliver following message 
from Secretary to Eden: 


“Thank you for your message of October 7 and particularly your 
kind words about Henderson. It is pleasant to know you 
our view that he has shown remarkable skill in handling a very 
complicated problem. 

“It seems there may be an opportunity now to move forward rap- 
idly in Iran and I consider the views put forward in your message 
most helpful. Hoover, who will soon in Iran, will bring you a 
first- report on the situation there, probably within another 
two weeks. I do appreciate your agreement that he go directly to 
Tehran. I know that he will have some interesting news to report 
upon Iranian attitudes and their understanding of the problems in- 
volved in putting Iranian oil back on the world market. 

“We ons understand your feelings about the desirability 
of early lishment of diplomatic relations and your hope that 


full advantage will be taken of whatever opportunities may arise to 
_ for the final settlement of the long-standing oil dispute. 
oove 


r understands that the question of an interim settlement is 
to be discussed only under general terms and only if there seems to 
be no chance in the present atmosphere of pressing for an early 
and complete settlement of the issues in the dispute.’ 


DULLES 





‘Repeated to Tehran. Drafted by Stutesmen, cleared in draft by Raynor, Hoover, 
and the Secretary of State, and approved by Richards 


No. 376 
Editorial Note 


On the morning of October 17, Secretary of State Dulles and 
British Foreign Secretary Eden held a discussion in London about 
the situation in the Middle East in general. Secto 20, October 17, 
reported the following regarding Iran: 


“Eden told Secretary that when Parliament meets next week he 
intended to say something nice about new government, stressing 
that as Iran aware UK ready resume relations. In reply Eden's 
query re present government, Secretary said Zahedis position 
seemed satisfactory for time being but something must be done to 
assist economically. Congress would not extend aid indefinitely. 
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Eden and Secretary agreed Iran oil must start moving into world 
market cs this was of major importance politically. British then 
said they were planning supply locomotives worth about | million 
pounds to Iran on extremely liberal credit terms. Outright gift 
would require approval Parliament.” (PPS files, lot 64 D 563, 
“CFM-London Oct. 1953”’) 


The Secretary of State was in London at this time primarily for 
the Tripartite Foreign Ministers meetings October 16-18, 1953. For 
documentation on the meetings in London, see volume VII, Part 1, 


pages 687 ff. 


Ree 2558, 100- 2958 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY TEHRAN, October 29, 1953—2 p. m. 


996. Prime Minister invited Hoover and me dinner last evening 
for further oil discussion.? Entezam, Minister Foreign Affairs, and 
Ardeshir, son of Zahedi, also present. In response our questions, 
Prime Minister indicated report given him by factfinding oil com- 
mission not particularly helpful. Report oral but he expecting it in 
written form. He opened conversation by asking precise definition 
word “enterprise” contained in terms of reference in proposals 
made to Mosadeq February 20. We endeavored explain significance, 





‘Transmitted in three sections; also sent to London 

*Herbert Hoover, Jr., arrived in Tehran as scheduled on Oct. 17, and was present- 
ed to the Foreign Minister on Oct. 14, at which time it was agreed that he would 
have no conferences with Iranian officials until the Shah and Zahedi returned from 
Isfahan on Oct. 20. On Oct. 21 Henderson presented Hoover to the Prime Minister, 
at which time Hoover gave Zahedi a document detailing the situation concerning 
the global supply and demand of Middle Eastern oil. The text of this document was 
transmitted to the Department in telegram 949, Oct. 22. (888.2553/10-2253) At this 
meeting, it was also arranged that on Oct. 22 Hoover would meet with the Prime 
Minister's newly-appointed oil advisory committee to assist it in preparing as soon 
as possible a report for the Prime Minister setting forth facts concerning the inter 
national oil situation. (Telegram 945, Oct. 22; 884.2553/ 10-2253) 

Ambassador Henderson reported on Oct. 24 that Hoover, at that point, had had 
two meetings with the Iranian oi] committee. At the first, Oct. 22, the committee 
read Hoover's paper; at the second, Oct. 23, the committee asked Hoover questions 
that his memorandum had raised (Telegram 970; 888.2553/10-2453) On Oct. 26, 
Henderson reported that at the third session, held Oct 25, the committee had con- 
cluded its factfinding task and would report to the Prime Minister. Hoover and the 
committee agreed that the heart of the problem was to work out a formula which 
reconciled Iran's nationalization law with practical operating problems. The Ambas 
sador concluded that he and Hoover expected to have another meeting with Zahedi 
following his receipt of the committee report. (Telegram 97%; 888.2553/ 10-2653) 
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pointing out, however, this irrelevant since proposals February 20 
out-moded by events and changes in situation. 

2. During ensuing discussions Prime Minister said any solution 
which would put Iran on 50-50 basis sure create difficulties for gov- 
ernment. Iranian people had been led believe such formula unfair 
to Iran. Iran in different position from other ME oil countries. For- 
eign capital investment in Iranian oil industry had been repaid 
many times by exorbitant profits realized by AIOC. Iranian oil in- 
dustry should be considered as going concern already paid for from 
these profits. Such great profits over long period time had not been 
made from oil other ME countries. Hoover pointed out Iranian oil 
could find its way again to world markets only on commercial 
basis. Potential distributors this oil could not consider history con- 
cession in determining how much they could pay for oil. No matter 
how much profits AIOC might have realized in past these distribu- 
tors could not as business enterprises pay more for Iranian oil than 
for that available in other ME countries. It might be possible in 
drafting agreement avoid spelling out any 50-50 formula. In place 
such formula there might be proposition to effect that Iran must 
receive no less income per ton for its oil than most favored nation 
in this respect of ME. After further conversation Prime Minister 
appeared reluctantly and unhappily acquiesce in our expressed 
views that lranian oil could not re-enter world markets in substan- 
tial quantities unless distributors could obtain it as cheaply as they 
could oil from other ME countries. 

3. Prime Minister said difficult though it would be for Iranian 
Government satisfy public with solution involving 50-50 formula it 
would be still more difficult to satisfy it with settlement which 
would place control extracting and refining in hands foreigners. 
Hoover agreed this would be one of most difficult areas negotiation. 
He thought, however that with goodwill on both sides solution 
could be found through study and negotiation whereby distributors 
would have sufficient control within framework nine-point law of 
extraction and refining processes to give them necessary assurance 
that they would receive steady flow oil and products of volume, va- 
riety, and quality needed to meet fluctuating demands their cus- 
tomers. Prime Minister made several suggestions among which was 
one to effect that NIOC would contract to sell specific amount oil 
and oil products to distributors over term years, distributors to be 
authorized to enter Iran for purpose of extracting and refining. 
Hoover said there variety ways bridging problem of control. They 
might, however, more appropriately be discussed during course ne- 
gotiations. Iran should understand in advance, however, that dis- 
tributors must have sufficient control production, refining and de- 
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livery to enable them rely upon steady flow from Iran such oil and 
products as they may contract to distribute. 

4. Prime Minister repeated it would be difficult enough for any 
government face Iranian public with solution involving 50-50 treat- 
ment re price and relinquishment to extent at least by Iran of its 
control over its oil industry; it would be too much however for his 
or any other government to enter into agreement which would in- 
volve open or disguised return to Iran of AIOC. It would serve no 
purpose therefore for Iran enter in negotiations looking forward to 
return AIOC in any form. Iranian Government might agree to sell 
its oil and products to group distributing companies, including 
AIOC, and might even be able to give certain operating privileges 
in Iran to such group. AIOC however must not be more than mi- 
nority member in such group and must not be iu position dominate 
it. During discussion which followed Prime Minister said this state- 
ment should not be interpreted as indication he anti-British or that 
Iranian Government or people were inherently anti-British. His 
government desired friendly relations in future with UK and he 
was sure that although Iranian people were still in somewhat emo- 
tional state re British as result Mosadeq propaganda of last two 
years, this emotion would gradually subside. Any attempt bring 
AIOC back to Iran even with restricted rights would not be in in- 
terest of present or future relations between UK and Iran. Hoover 
said this particular point could more appropriately be considered 
during negotiations. In his opinion however it would not only be 
difficult but might be unwise from point view Iranian interests for 
Iran to object to participation by UK companies to extent at least 
50 percent in any distributing group that might be formed. Prime 
Minister thought that it might be possible for AIOC and other Brit- 
ish companies together to represent 50 percent of new company but 
he indicated this was matter which he would like to consider and 
discuss later, perhaps during or in advance of negotiations. He 
wished make clear however that AIOC should have at most only 
minority interests in any international group of distributors and 
should not be placed in position to dominate such group. Such 
group in his opinion should include as many as possible of major 
distributing companies now operating in Middle East. 

5. Prime Minister referred to vexatious problem of compensation. 
He did not see why if Iran should agree sell oil on 50-50 basis it 
should also be compelled pay compensation, particularly if Iranian 
counterclaims against AIOC should be extinguished. We obtained 
impression from remarks made by both Ministers it their thinking 
that distributing group should absorb any compensation which its 
members might agree with AIOC to be due. They expressed view 
that if AIOC was to be participant in this group and Iran counter- 
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claims against AIOC should be taken into consideration, amount 
compensation should not be very great. Hoover said this matter 
also seemed be one for discussion either between interested compe- 
nies or during negotiations. Prime Minister however continued 
show interest in matter compensation. During conversation on this 
subject question developed as to manner in which negotiations 
might be approached and as to who should participate. Both Prime 
Minister and Foreign Minister seemed be of opinion that, in case 
Iran should decide that it prepared deal with international group 
of distributing companies, best procedure might be for these compa- 
nies to work out agreement among themselves as to kind of propos- 
als to be made to Iran, and then for their representatives to ap- 
proach Government Iran or NIOC with these proposals. If negotia- 
tions could take place between Iran or NIOC on one hand and rep- 
resentatives of the international group distributors on other, Brit- 
ish Government would not be involved except as protector of inter- 
ests AIOC other British companies and Iranian negotiators would 
not be compelled face negotiators AIOC. They seemed think that 
negotiation this kind would serve remove dispute from field Anglo- 
Iranian relations and reduce it to status commercial negotiation 
with international group distributors. Compensation problem 
which had so seriously disturbed relations between UK and Iran 
would thus be disposed of privately by agreement between mem- 
bers group of distributors 

6. In view of repeated concern expressed by Prime Minister at 
public reaction to agreement giving foreign companies rights to op- 
erate in Iran, Hoover asked Prime Minister if in his opinion it 
would be easier for government as matter public relations to nego- 
tiate with group distributors through intermediation International 
Bank. Would public reaction Iran be less unfavorable to solution 
involving conclusion agreement with International Bank which 
would make parallel agreement with group distributors? Hoover 
stressed in asking question he did not know whether charter Bank 
would permit it to act as screen between Iran and group of distrib- 
utors; whether Bank would be willing to act in this capacity; and 
whether intermediation of Bank would be agreeable to Government 
US, Government UK, AIOC or potential members distribution 
group. Prime Minister said he thought it wid be much easier for 
Iranian Government if negotiations could be conducted through 
International Bank instead of direct with group companies. Iranian 
public in his opinion would find it less difficult to reconcile itself to 
agreement in which International Bank acted as middleman rather 
than to one involving granting by Iran of certain operating rights 
in Iran direct to companies foreign nationality. 
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7. Foreign Minister after private discussion with Prime Minister 
said that within next day or two he would prepare brief informal 
unsigned statement containing outline of current Iranian thinking 
re oil.* If Shah and Prime Minister would approve he would give it 
to Hoover who would be at liberty show it to Secretary of State or, 
if considered advisable, to British. It should be understood however 
that such statement was to be treated as confidential; it was not to 
be considered as commitment on part Iranian Government since it 
would be subject to change until such time as basis could be laid 
for negotiations. His purpose in giving it to Hoover would be 
merely to aid him in describing present atmosphere re oil in Iran. 
Statement would be only general character; it would omit many de- 
tails which had been touched upon orally. Prime Minister and For- 
eign Minister stressed all conversations with Hoover and myself 
had been of exploratory character. No commitments sought or 
given by either side. Hoover agreed, reiterating he had no author- 
ity intermediate or seek solution problem. His mission one of fact- 
finding for Secretary State. He intended however while in London 
to describe to British privately and frankly situation re oil as he 
had found it in Iran. If it should appear he might be of further 
service he prepared return Iran. His tentative intention depart for 
London KLM plane leaving Tehran morning November 1. 

8. It was agreed that if press should inquire re discussions which 
had taken place during course dinner reply would be that Hoover 
and I had continued our discussions with Prime Minister and For- 
eign Minister and that Hoover would probably complete this stage 
his fact-finding mission during next few days and would leave for 
US to report to Secretary State, stopping in London en route for 
fact-finding purposes. 

HENDERSON 





*See infra. 


No. 378 
BNA 2558/11-258 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY TEHRAN, November 2, 1953—2 p. m. 

1022. For Bedell Smith, Byroade, Phlieger only. Following is 
translation document handed Hoover and me by Foreign Minister 
evening November 1: 





‘Repeated to London eyes only for the Ambassador 
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(Embtel 1020 November 2; repeated London 302) (translation 
from Persian). 

“The following points are by no means binding on the Iranian 
Government. They are for information purposes only: 

1. After the former oil co (ie. AlOC-translator’s note) started to 
operate in Iran, and as it organization expanded, the directors of 
the company uniformly had colonial aims in Iran and their behav- 
ior was of a nature that incurred public odium. Interferences by 
the agents of the former oil company in the affairs of Iran and 
their connection with doubtful characters caused trouble for Irani- 
an officials and created all kinds of difficulties. Their influence was 
so great even in England and among British representatives in 
Iran that by deluding the minds and concealing the facts they pre- 
vented the British Government from getting a true picture of con- 
ditions in Iran and from carrying out a policy that would be in the 
interest of both countries. Consequently it was never possible to es- 
tablish the relations between the two countries on a basis of 
mutual respect and sincerity. On the contrary, however, conditions 
were always conducive to misunderstanding and tension. Also from 
a financial and economic standpoint the interests of the Iranian 
Government were always being adversely affected, and the compa- 
ny failed to carry out its rightful and moral obligations to its per- 
sonnel and to the laborers. In view of these facts it is impossible for 
the former company to return to Iran. 

2. It seems to the government that negotiations for Iran sale, 
transportation and distribution of oil should be initiated with the 
representatives of a group of large international companies having 
had previous experience. Such group should purchase oil from the 
National Iranian Oil Company and undertake to handle its trans- 
portation and distribution. The former company may take part in 
this group, but not to such extent that it could own the majority of 
the shares. If other British companies desire to join the group, 
their total shares must not exceed fifty percent. On the conclusion 
of an agreement and during the first years when the flow of Irani- 
an oil to the market has not been restored to a normal state these 
companies must extend considerable financial assistance to the Ira- 
nian Government, to be gradually reimbursed out of revenues ac- 
cruing in future years. Also these companies must assume certain 
obligations to purchase refined oil so that the Abadan refinery may 
operate to its productive capacity. 

3. As to the question of compensation the companies purchasing 
oil and undertaking to transport and distribute must make an ar- 





*Telegram 1020 summarized the conversation during the meeting at which Ente- 
zam handed the document to Hoover and Henderson. (888.2553/ 11-253) 
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rangement with the former company for a settlement that would 
obviate further anxiety in this respect. It goes without saying that 
no claim for loss of profits should be taken into consideration. 

4. The Iranian Government believes that it would be desirable 
for the success of the work if the International Bank were to act as 
intermediary in the conclusion of an agreement between iran and 
the group of companies taking over the transportation and distri- 
bution and undertake to examine the accounts and supervise the 
enforcement of the agreement. 

5. In order that companies in charge of transportation and distri- 
bution may be sure that the NIOC will be able to meet its obliga- 
tions in point of quantity and quality, a solution agreeable to both 
parties will be found through negotiations between the two parties. 

6. An agreement between Iran and the companies for transporta- 
tion and distribution must be drawn up in such a manner that at 
no time in the future Iranian interests would be adversely affected, 
Le., whenever the price of oil increases, the Iranian Government 
should benefit from such increase and that its income should at no 
time be less than the maximum accruing to others.” 

HENDERSON 


No. 379 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET Lonpon, November 5, 1953. 


1945. Hoover arrived London from Tehran morning November 4 
and reviewed Iranian oil problem with Ambassador and Embassy 
staff. At invitation Foreign Office, Hoover and Embassy officials at- 
tended afternoon meeting with Pierson Dixon, Chairman and R. 
Allen, Foreign Office, also Maude and Butler Ministry Fuel and 
Power; Rowan and Armstrong Treasury; Fraser, Jackson and Gass 
AIOC.* 

Hoover's statement summarizing experience Tehran stressed con- 
tinued complexity situation and Persian confusion regarding appro- 
priate course action. He warned against expecting rapid progress 
on determining useful specific proposals. Basic point of emphasis 
was intensity of Iranian feeling against AIOC which Hoover said 





‘Repeated to Tehran 
*The record copy of the minutes of this meeting is in a folder entitled “Minutes of 
Meetings at Foreign Office on Iranian Oil”. (888.2553/ 4-554) 
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precluded, in his and Ambassador Henderson's judgment, solution 
providing for reentry AIOC into Iranian oil industry except as mi- 
nority member of consortium. On positive side was fact Persian 
desire for settlement strong and they have great appreciation seri- 

After introduction on foregoing lines, paraphrase Tehran's 1022 
November 2 distributed. Reaction thereto obviously preliminary 
but one of general disappointment. More considered views expected 
meeting November 5. Gist of British comment was on inconclusive 
and confused nature of paper. They strongly restated their position 
diplomatic relations should be established soonest and prior to any 
negotiations. In this connection they expressed pleasure Secretary's 
statement® and Hoover emphasized Ambassador Henderson's ef- 
forts this regard. Dixon said simultaneous agreement on “princi- 
ples” and resumption relations as in memorandum not in accord 
British views. Had in mind going back and then seeing what could 
be done get company back. Fraser said consideration of solution 
starting from premise AIOC must be removed or reduced to minori- 
ty position because of unproved charges misconduct set bad prece- 
dent for elsewhere Middle East. He too had thought correct ap 
proach was for Britain and Iran be friends again and then talk 
about oil matter which responsible for disturbed relations. 

Hoover explained that Iranian paper only starting point and 
could be substantially changed in many respects. In his opinion 
what was required at outset was some kind of general statement 
regarding principles from both governments. Details compensation, 
management, price, off-take, etc., to be left to technical negotiators. 

British wondered whether statement sufficiently indefinite to be 
acceptable and yet leave open questions of consortium, practical 
management by foreigners, etc., would be possible. 

Hoover meeting Eden at lunch today and will resume meeting 
with government and AIOC this afternoon with smaller meetings 
contemplated thereafter. 

ALDRICH 


“On Nov. 3 the Department informed the Embassy that at a press conference that 
day, the Secretary stated that Hoover had encouraging conversations in Tehran 
with the leaders of the lranian Government, that there was evidence of renewed 
friendliness between the Iranian and British Governments; and that the United 
States hoped that this new atmosphere would lead to the resumption of diplomatic 
relations between the two nations. (Telegram 1117; 888.2553/11-352) 
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No. 380 
We 2558 1) 5 Tekegram 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET Lonpon, November 5, 1953—8 p. m. 


1965. Ambassador and Hoover lunched today with Eden, Dixon, 
Maud and Rowan. British restated emphatic desire for resumption 
diplomatic relations with Iran prior to any negotiations. They fur- 
ther regarded Iranian memorandum (Tehran's 1022) entirely unac- 
ceptable, especially first paragraph and emphasized their complete 
approbation former conduct AIOC in Iran. They expressed concern 
at proposed minority position for AIOC in particular or British in 
general and indicated 51 percent British participation as minimum 
in consortium. Despite friendliness of atmosphere, no doubt about 
firmness of British position 

Ambassador and Hoover volunteered US Government had in no 
way urged on Iranians any American participation in consortium, 
notwithstanding some press reports to that effect 

At subsequent meeting Foreign Office with same group as No 
vember 4 meeting,” British stated memorandum unacceptable and 
they would prefer not to have it. They insisted on handing it back, 
their position being that they had never seen it. They reiterated re- 
sumption diplomatic relations must precede negotiations whether 
on principles or details. Their attitude based largely on view that 
any negotiations, even on principles, will undoubtedly be prolonged 
and, therefore, best place relations on norma! footing first 

British proposals emerging from today’s meeting now being put 
to Eden for his views and will be telegraphed soonest to Amb=ssa- 
dor Henderson for his comments.’ In substance, proposals repre- 
sent case for resumption relations prior to negotiations and embody 
conciliatory message from Eden to Zahedi 

ALDRICH 





‘Repeated to Tehran 

*The record copy of the minutes of this meeting is in a folder entitled “Minutes of 
Meetings at Foreign Office on Iranian Oil (8®R .2558/ 4-554) 

*See infra 
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No. 381 
eek 11h Teheran 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET Lonpon, November 6, 1°53—1 p. m. 

1969. Following suggested and drafted by British and approved 
by Eden, Rowan and Maud with request it be transmitted by 
Hoover to Ambassador Henderson: 

“After two London discussions with representatives Foreign 
Office, interested Departments and AIOC, the British have made 
clear that, in their view, to attempt agree on principles at this 
stage and at long range would be a disservice both to resumption 
relations and to eventual production mutually satisfactory solution. 
The evolution of principles entails resolving so many complexities 
that much time would be required. British attitude is that resump- 
tion relations should be secured forthwith, and that subsequent 
direct negotiations would be more likely to produce a solution. 

2. It therefore appeared that to leave the memorandum (Tehran's 
1022?) with British would not be helpful, and Hoover has not done 


80. 
3. It became clear also that there was misunderstanding between 


British and Iranians about connecting resumption of relations with 
opening of oil negotiations. British state they want former on its 
own merits, because it is wrong that this estrangement between 
two traditionally friendly countries should exist. It would thereaf- 
ter be open to Iranians to suggest oil discussions when they like, 
and British are quite ready to fall in with their wishes. 

4. Eden is therefore considering sending Zahedi a message (and/ 
or making a statement in House of Commons) which he hopes 
would assist Zahedi to agree to exchange Ambassadors forthwith. It 
would be in following term. 


Begin. ‘1 am very glad to know that you share my wish for a re- 
sumption of diplomatic relations as soon as possible. Obviously our 
countries should be in normal and direct touch. Let me say at once 
that there is no difference between our governments that cannot be 
solved with good will. Certainly it is my sincere belief that a fair 
and just solution to the oil lem can be found. I should like to 
endorse the wish expressed recently by Mr. Entezam, the Minister 
for Foreign Affairs, for a solution based on the twin principles of 
justice and equity. This is exactly the kind of solution that we 
want. The lem is complex and will require study and time to 





‘Sent to Tehran and repeated to the Department 
*Document 378 
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agree resume relations before oil talks? If not, have you any alter- 
native suggestion likely to achieve this object?” 


ALDRICH 


No. 382 
11-72 Tehegram 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET PRIORITY Lonpon, November 7, 1953-9 p. m. 

2002. In meeting with working group including Armstrong of 
Treasury, Frye of Foreign Office, Butler of Ministry Fuel and 
Power this morning,? Hoover and Embassy representatives encoun- 
tered very reasonable attitude. While views of British group not 
authoritative they no doubt influential in formulation of UK gov- 
ernment views. 

Above group, |garble] maintaining that [garble] AIOC should go 
back to operate oil industry in Iran, thus virtually disposing of 
compensation problem, admitted this possibility remote, and there- 
fore consortium only practicable solution. Moreover consortium 
would have advantage as regards sharing both capital risk and pro- 
duction cutbacks elsewhere. Undoubtedly this thinking consider- 
ably in advance of that of AIOC directors but British group 
thought AIOC might be brought around to this view, especially 
after diplomatic relations established permitting direct British ap 
praisal of situation Iran. 

British advanced idea that company would attach considerable 
importance to regaining title to properties in Iran prior to selling 





‘Repeated to Tehran 
"The record copy of the minutes of this morning meeting is in a folder entitled 
“Minutes of Meetings at Foreign Office on Iranian Oil”. (888.2553/ 4-554) 
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participation to consortium. We queried whether this was matter of 
form or substance and British replied while principle obviously at 
stake they did not wart us to think they were inflexible on this 
point. 

Detailed discussion role IBRD ensued with general agreement on 
both sides that Bank participation would be desirable for political 
reasons and would facilitate oi] settlement, operatior of oil indus- 
try and other possible economic development Iran. Some doubts ex- 
pressed whether introduction of Bank might involve too many 
members in consortium. In this discussion and at other points Brit- 
ish stressed their belief small number in consortium desirable. 

During talk Hoover conveyed to group gist Tehran’s 316 to 
London® and stressed that US appraisal of situation in Iran was 
that major AIOC participation was unacceptable. British group did 
not appear take issue although their views may not be wholly rep- 
resentative. At same time their views and attitude impressed us as 
being realistic. 

Hoover also gave British paraphrase Tehran's 314 to London‘ 
which they appeared to find encouraging, although we agreed with 
them that detailed discussion this point should await receipt Hen- 
derson’s reaction to message contained our telegram 56° to Tehran. 

At afternoon meeting*® presided by Dixon of Foreign Office anJ 


attended by Maud and Butler of Ministry Fuel and Power, Arm- 
strong of Treasury, Gass and Snow of AIOC, and representatives 
from Foreign Office and Embassy, Hoover ‘acting on suggestion put 
forward by British working group at morning meeting with view to 
assisting their relations with AIOC) expressed belief return AIOC 
would have been desirable solution but in actual fact was no longer 
possible because of present situation Iran 


‘On Nov 6 Ambassador Henderson warned that the Brith demand for 51 per 
cent AIOC participation in an oil consortrewm would be totally unacceptable tw the 
Iranians Henderson thought no Iranian Government could survive if it agreed to 
such a demand, and he was depressed at the thought that the British were hoping 
to gain American support for their positron ‘Telegram 416 to London, ®*> 2553/11 
653 

*In telegram 414, Now 6, Ambassador Henderson suggested, after further study of 
.andon telegram 1965 ‘Decument %*)), that if the Brituwsh were contemplating pro 
posals for the resumption of relations prior to negotiations they might incorpora: 
concrete suggestions in the text of a jornt communique announcing the resumption 
of relations Henderson then proceeded to suggest a possible text which could be 
used to announce the resumption of relatvons (Telegram 314 to London, repeated to 
the Department as 10), BRR 2555/11 -655 

*Printed as telegram 1969. to London, Nov 6, supra 

Ne record of thu moeting has been found in Departinent of State files 
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Group then discussed handling of Iranian memorandum (Teh- 
ran’s 305") in light Tehran’s 313.* It was decided to submit to Am- 
bassador Henderson, for his comments, a redraft of proposed state- 
ment to Fntezam contained in naragraph 2 of Tehran’s 313, with 
understanding final decision in this regard would not be taken 
until receipt Henderson’s comments on this draft and on earlier 
British draft transmitted our telegram 56 to Tehran. 

Subsequently Foreign Office supplied Embassy with following 
which has been seen and approved by Eden: 


“Mr. Hoover told Mr. Eden that he had been authorized by the 
Persian Government to inform him of certain preliminary views 
reached by the Persians on the principles of an oil settlement and 
contained in a memorandum. 

“Mr. Eden said he was very glad to hear that the Persians had 
taken an initiative in this matter. But on hearing from Mr. Hoover 
the substance of their memorandum, Mr. Eden said at once that 
there was much in it which it would not be ible to accept. It 
seemed to him that discussion of this sonal ted problem was 
bound to take much time. The establishment of mutually accepta- 
ble principles, as preliminary to discussions on details, was fre- 
quently the most difficult part of any negotiation. Mr. Eden was 
sure that, with goodwill, a satisfactory solution could be found. But 
he felt that for this to be done, direct contact was required, and 
this was why he was more convinced than ever it was essential to 
restore diplomatic relations as soon as possible.” 


In discussion of foregoing, Hoover stressed urgency some word 
being passed to Iranians regarding their memo, particularly in 
view reports that will undoubtedly be appearing Tehran press now 
he was leaving London for Washington. 





’Printed as telegram 1022, Document 37% 

*in telegram 414 Ambassac.r Henderson reported that the iranian Government 
would be extremely discouraged if it were informed that its memorandum, trans mit- 
ted in Document 37%, was so unacceptable to the British that they had handed it 
back to Hvover, or had displayed such an attitude during the preliminary conversa- 
tions that Hoover had decided it was preferable not to submit it to the British. Hen- 
derson went on to say that if the British insisted upon refusing to consider the Ira- 
nian memorandum as the opening move in the direction of negotiations, he suggest 
ed that he be authorized to inform the Foreign Minister as follows 

‘During conversation with Eden, Hoover showed him memo After examining it 
Eden handed it back to Hoover with remark that he preferred it not be placed in 
files Foreign Office since in his opinion it would not serve as suitable basis for dis- 
cussions between British and Iranian Governments. Eden pointed out that if British 
Government would undertake discuss memo of this kind it would be compelled to 
take exception to number passages contained therein, particularly those critical 
AIOC. Eden said that his perusal of memo had, however, served one useful purpose, 
namely, it confirmed his conviction that resumption of diplomatic relations must 
precede discussions re oi! Only after resumption of relations in his opinion would it 
be possible for two governments to have opportunity frankly and « rectly to explore 
possibilities of method and content of settlement” (Telegram 315 to London; 
BRR 2554/1155) 
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Meeting agreed Hoover would explore informally with IBRD 
question its participation, on understanding such talks should be 
highly confidential. 

Re press, it was agreed neither Foreign Office nor Embassy 
would issue statement but in reply to questions would say Hoover 
has come to London in continuation his mission, has been explor- 
ing problem here, and is now going back to report to Secretary 
State. In answering queries point will be made that problem so 
complicated that he will undoubtedly be going back and forth very 
freely between Washington-London and Tehran in coming months. 
No reference to fact-finding nature his mission or to resumption 
diplomatic relations will be made. 

After meeting Hoover called briefly on Eden and expressed ap- 
preciation for understanding with which British had approached 
problem notwithstanding difficult period they had been through. 
Eden, like British representatives with whom Hoover has been con- 
ferring, declared they most grateful for Hoover's assistance and in 
fact this very evident from cordial atmosphere prevailing through- 
out talks. 

ALDRICH 


No. 383 
411-958 Telegram 


The Secretary of State to the Embassy in {ran' 


SECRET NIACT Wasnincton, November 9, 1953—7:11 p. m. 


1153. For Ambassador from Hoover My analysis re fran memo 
randum situation in London follows, all or any part of which in 
your discretion you may communicate to GOI: 


1. Am convinced that Iranian memorandum and its submission 
to HMG was absolutely best thing that has happened so far in oil 
situation from Iranian viewpoint. Fact that Iran took ive 
initiative was of great psychological importance. While iMG ap- 
peared highly shocked at first paragraph and in effect could not 
take cognizance of it, nevertheless it is having most salutary effect 
on their thinking. 

2. Am convinced HMG actually have realistic view possibility 
AIOC returning to Iran which coincides ours, but HMG has politi- 
cal problem re prestige in general and AIOC in particular; and 
while HMG privately accepts our assessment this situation in Iran, 
they publicly must evaluate for themselves. 


‘Repeated to London. Drafted by Hoover and approved by Byroade 
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Have been assured here we will support GOI in opposing (a) 
than y? “pee British participation, (b) more than minority 

tion for AIOC and (c) any effort of AIOC to in title prior to 
up consortium. However US wishes if ace avoid appear- 

of forcing American participation at expense of British inter- 


I personally convinced that resumption of relations should pre- 

oil di i as agreement on principles is such complex 
matter that doubtful if any agreement could be reached without 
direct contact. However will be much easier to handle since HMG 
now knows GOI unmistakable position re AIOC. 


For London: Please advise HMG we hope they wil! agree Hender- 
son can approach Iranians along lines suggested urtel 57 rptd De- 
partment 2002. If HMG agrees, inform Henderson niact.* 

DULLEs 





*The Embassy in London responded on Nov. 9, reporting that the British wanted 
Henderson, in his conversation with Foreign Minister Entezam, to take the follow 
ing line: 1) give Entezam the explanation about the Iranian memorandum contained 
in telegram 2002 (supra), 2) say that Eden was prepared to send Zahedi a message 
along the lines of paragraph 4, telegram 1969 (Document 3*1) Henderson was also 
to say that Eden was ready to make a later statement in the House of Commons on 
the same lines, if the response was tavorabie to the message contained in telegram 
1969. In conclusion, the Embassy wanted Henderson only to sound out Entezam on 
the British proposal to see if the Iranians would be receptive (Telegram 2026 
888 2553/ 11-953) 

Henderson reported on Nov. 10 that he had seen the Foreign Minister and fol 
lowed suggestions i and 2 in telegram 2026 from London. Entezam replied that he 
wished to make no comments until he had seen the Shah and the Prime Minister 
Later that day, Henderson had an audience with the Shah, who had just spoken 
with Entezam. The Shah proceeded to ask Henderson about the details of the Brit 
ish offer. The Shah agreed with the logic of the British proposal to resume diplomat 
ic ,elations prior to negotiating an oil settlement, but he was worried about the po 
litical reaction in Iran. The Shah pledged, however, to try to reach a decision in 
concert with the Foreign and Prime Ministers as to what to do as soon as possible 
(Telegram 1076; 888.2553/11-1053) 


No. 384 
# 2558/11-1258 Teleeran 


The Ambassador in Iran (Henderson) to the Department of State 


SECRET PRIORITY TEHRAN, November 12, 1953—11 a. m 

1088. 1. Paragraph 2 this telegram represents my summary of 
statements made to me by Foreign Minister during course our con- 
versation at noon November 11. Copy this summary was given to 
Foreign Minister at his request. Both he and Prime Minister have 





‘Sent to London as telegram 342 and repeated to the Department 
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approved it as accurate reflection his views as to what next move 
in direction resumption relations might be (Embtel 331, Depart- 
ment 1087, November 12).? 

2. “He had been giving much thought to the matter of the re 
sumption of diplomatic relations and had had several conversations 
on this subject with His Majesty and the Prime Minister during 
the last two days. All agreed that early resumption was desirable. 
The problem, however, was to find a way of bringing this about 
without alienating large sections of the Iranian public which would 
be sure to interpret resumption in the absence of some indication 
of an advance in the direction of the settlement of the oil dispute 
as capitulation on the part of Iran to Western pressure. It was for 
this reason that several weeks ago the government had decided 
that an agreement on the principles of an oil settlement should 
precede or accompany the resumption of relations and had issued a 
public statement to that effect. 

“It would be extremely difficult particularly after the issuance of 
such a statement for the government, without being able to show 
at least by some progress towards an oil settlement, to announce 
the resumption of relations. He was wondering what Mr. Eden 
might think of sending at once to Tehran an emissary who had the 
confidence of the British Government for the purpose of discussing 
this matter informally and frankly with the Prime Minister and 
himself. Given a friendly atmosphere and a willingness on the part 
of each side to understand the problems of the other, a way might 
well be found during the course of such discussions whereby rela- 
tions could be resumed without resultant embarrassment to either 


2Qn Nov. 12 Ambassador Henderson reported on an additional conversation with 
the Foreign Minister. Entezam again enlarged on how difficult it would be for the 
lranian Govern..ent to resume relations with the British without being able tw 
show the Iranian public some evidence that there had been an advance in the direc 
tion of an oi! settlement. He again referred to the possibility that the British might 
send an emissary to Tehran to canvass the situation. Henderson said that he had 
already indicated that the British were unwilling to negotiate or even discuss sub- 
stantive matters prior to the resumption of relations Moreover, Henderson thought 
the British would be unwilling to send a representative to Tehran to discuss a re 
sumption of relations unless they had assurances that such a mission would be a 
success. Henderson went on to say that he wished to be able to advise London with- 
out too much delay about Entezam’'s reaction to the idea of Eden's dispatching a 
message Entezam said he would like his reaction to be expressed through a 
counter-suggestion that the British Government immediately send a representative 
to Tehran to exchange views regarding a resumption of relations. He asked Hender 
son if he would be willing to summarize Entezam’'s remarks in a telegram to London 
and to show the draft to him and Zahedi during the course of dinner which Hender 
son was to have with them that evening. The Ambassador presented the statement 
to Zahedi and Entezam that evening, and they agreed it was an accurate reflection 
of their views. They also said they hoped the British Government would be willing 
to send a trusted emissary to Tehran for discussions. (Telegram 1087, 888.2553/11- 


1253) 
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government. He thought it might be preferable until such time as 
an agreement had been reached, and a joint communiqué had been 
prepared, for the despatch of this emissary and for the ensuing con- 
versations to be treated as secret. If there should be a leak, it could 
be stated that the emissary had been sent on the suggestion of the 
Government of Iran for the purpose of exchanging views with 

regard to the resumption of relations between the two countries. 
“If Mr. Eden should think well of this suggestion, the emissary 
could be sent at once without further formalities, or, if Mr. Eden 
would prefer, after a more formal suggestion in this regard had 
been sent by the Iranian Government through the Swiss Legation”. 
HENDERSON 


No. 385 
7 5 ' 4» Teteg ram 


The Ambassador in Iran (Henderson) to the Department of State 


TOP SECRET PRIORITY Tenran, November 14, 1953—11 a. m. 


1102. 1. During each my last four conversations with Shah, that 
is, those on October 14, October 2z, October 27 and November 10, 
he has continued to press matter of future Iranian defense forces 
and to insist that early decision be made so there would be mini- 
mum amount delay in preparing clearcut defense plans including 
those for rearming, reorganizing, and training defense forces. He 
has also on several occasions sent me inquiries this regard through 
Ala, Minister Court (Deptel 979 October 10 (repeated London 
1921).? 

2. During some these conversations Shah has taken rather posi- 
tive tone. For instance, in that October 14, he told me decision as 
to whether Iranian Army is to be reorganized, re-equipped, and re- 
trained so that it would serve: 

(a) Merely as police force to maintain internal order, or 





'Transmitted in two sections 

*In telegram 979 the Department informed Ambassador Henderson that under 
US. policy objectives stated in NSC 1936/1 (Document 240) the Iranian military as 
sistance program did not permit the development of strong withdrawal-delaying 
action defenses However, the Department suggested that if Henderson believed that 
there were good reasons favoring a revision of these objectives, the Department 
would consider recommending a  hange in policy objectives to the National Security 
Council. The Department also warned that military assistance funds for fiscal 1954 
were extremely limited, and that the Department would consider such a request 
only if Henderson believed additional assistance would have a marked impact upon 
Iran. (798.55/9-2953) 
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(b) Both as police force and defense force capable delaying 
progress of enemy if Iran should be invaded was one which would 
have profound effect not only on future army but also on that of 
country. It would not be possible keep Iranian Armed Forces and 
people in general perpetually ignorant re type decision made since 
developments emanating from that decision would eventually 
become clear. If decision should be that outlined in (a) above patri- 
otic Iranian would become discouraged and strength of elements 
anxious for Iran to fall behind Iron Curtain would be enhanced. 
What pride could army officers have in their organization if they 
should learn it not being prepared put up at least holding defense 
against foreign invasion? How much respect would Iranians have 
for their armed forces if they should come to realization these 
forces were not expected defend their country from invasion? As 
result of preoccupation of country with Mosadeq’s Nationalistic 
movement, attention had been diverted during recent years from 
army. If however Iranian life should become again fairly normal it 
would not be possible long to conceal from armed forces and even- 
tually from Iranian public kind of army Iran has to have. If it 
should become known that the army was not even to try defending 
country, could Iranian people have reasonable grounds for hoping 
save Iran from inroads Communism? 

Without such hope, could they be expected put up really effective 
struggle against Communist activities? Was it not too much to 
expect that people with constant threat of international Commu- 
nist aggression hanging over their heads against which they would 
have no means defend themselves would exert their utmost efforts 
to stamp out domestic Communism”? 

3. During my various conversations with the Shah re future 
army I tried ascertain his views re number related subjects among 
which fullowing might be mentioned: 

(a) Status military Mission and MAAG. I pointed out that if 
army was to be reorganized and rearmed for purpose enabling it 
engage in holding action against aggressor from north it would be 
necessary for it have entirely different kind training. Otherwise, it 
could not possibly make use of modern equipment or engage in 
modern warfare operations. In order for it receive such intensive 
training it might be necessary for ARMISH or MAAG or perhaps 
both expand somewhat so that training could be carried on at divi- 
sional and in some instances perhaps at regimental levels. Would 
he and government be prepared for such expansion? Would they 
permit American officers supervise training in various geographi- 
cal areas at lower levels? Shah replied in affirmative. He said if 
training was for purpose defending country he would be glad see it 
extended to lower echelons and be confident government would 
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share his views this respect. | asked whether government would be 
willing renew present ARMISH contract. At present ARMISH car- 
rying on in Iran under terms of agreement which had expired and 
which had been extended for indefinite period merely on basis gen- 
tlemen’s agreement reached with Mosadeq some 18 months ago. 
This situation not satisfactory to US Department of Defense. Shah 
said US Government willing retain ARMISH in Iran under these 
conditions during regime Mosadeqg. Why therefore could it not do 
so during regime more friendly to West? Why raise question of 
Majlis new agreement? In his opinion preferable let present agree- 
ment continue for indefinite period of time. If new government 
should take over which was unfriendly to West, position ARMISH 
would be untenable in any event. He hoped US Government would 
not press this particular point. In his opinion if training carried 
out through MAAG no new contracts necessary. 

(b) Defense arrangements between Iran and neighbors. I said if 
Soviet Union should attack Iran and Iran should engage in delay- 
ing action it might require some time before western powers could 
come to aid Iran. Defense Iran would be facilitated if it would be in 
position receive certain assistance at once from its neighbors. Such 
assistance could be extended more quickly and effectively if ar- 
rangements therefor had been made in advance of hostilities. What 
would be Iran's attitude re making such arrangements? Shah re- 
plied Iran of course must have defense arrangements with some its 
neighbors if it was to have any chance of escaping enemy occupa- 
tion. Until Iran however would have army capable of putting up 
some kind defense it useless even discuss making such arrange- 
ments. At present for instance Turkey had several divisions facing 
Soviet Union in area adjacent to Azerbaijan, whereas Iran had 
only few scattered contingents. In such circumstances it would be 
humiliating for iran engage in conversations with Turkey re 
common defense their frontiers against Soviet aggression. Iran 
would be prepared as soon as it possessed what might be called de- 
fense forces to enter into conversations with neighboring powers re 
defense providing such powers not affording military bases to any 
great power. I asked if | was to infer he would not be willing enter 
into defense arrangement with Iraq because of presence British air 
bases on Iraqi territory. 

He replied if in such circumstances Iran should enter into de- 
fense arrangement Iraq, Russia would be in position charge Iran 
plotting with great powers against it. Similar situation prevailed re 
Saudi Arabia. I took exception this remark pointing out US had no 
military bases Saudi Arabia. | said if he to permit himself be 
swayed by fear charges Russia might make, it might be preferable 
drop idea of creating defensive army since Russia would certainly 
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register objections to such development. If Iran should be attacked 
valuable assistance might come to it through Iraq. I was surprised 
therefore learn he shrinking from idea military agreement with 
Iraq because latter had kind of military arrangement with British 
which might facilitate speedy extension aid to Iran. Reply Shah 
somewhat vague. It was to effect that if combined forces Pakistan, 
Iraq and Turkey could be strong enough effectively to discourage 
Russian aggression he might consider entering into military ar- 
rangements with all three of them despite Russian protest. 

(c) Attitude of Iranien Government re future Iran army. In reply 
my queries Shah told me he had discussed his views re what future 
Iranian armed forces should be with Prime Minister and Minister 
Defense who fully shared them. There no disagreement this matter 
between Iran Government and himself. 

(d) Oil problem. I told Shah during last conversation that I had 
not as yet made recommendations to US Government based on my 
conversations with him re future Iranian Army because it seemed 
to me it would serve no useful purpose to make long range plans 
any kind for Iran in absence more assurances than | at present 
possessed that oil problem would be settled within next three or 
four months. If such problem not settled, Iran would have difficulty 
supporting army capable of maintaining local law and order. With- 
out settlement it certainly could not support even with generous 
US assistance army capable delaying advance aggression from 
north. It seemed to me therefore reorganization and re-equipment 
of army should await settlement oil problem. Shah expressed deep 
concern. He said he hoped oil problem would be settled within next 
three or four months. It would be mistake postpone decision re 
future armed forces until settlement actually effected. He knew 
from experience how slow governments, including that of US, 
worked. If decision should be made now by US Government to help 
Iran in achieving armed forces capable of delaying action, it be sev- 
eral months in any event before needed supplies, equipment, train- 
ing personnel etc. would be moving towards Iran. If in meantime 
should become apparent 10 oil settlement possible, execution of de- 
cision could be stopped without any great loss to US. He hoped 
therefore decision could be taken at once so machinery both in US 
and Iran for carrying it out could be set in motion. 

4. I hope after discussions with key members Embassy staff and 
with General McClure be able make recommendations by telegram 
in near future. 

HENDERSON 
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No. 386 
wee SS 1) 16ek Tedegrem 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET Lonpon, November 14, 1953—1 p. m 

2099. Foreign Office has asked us to say, re your telegrams 1085," 
1087,* and 1088 and our telegram 2084, repeated Tehran as 60,‘ 
that Eden is most grateful for your efforts, and believes your an- 
swers to Persians were right in every particular. 

He had hoped that his proposed message to the Persians in para- 
graph 4 our telegram 1969, repeated Tehran 56,* might suffice 
permit them agree restore relations and believes it would be diffi- 
cult go further meet Persian point view. Nevertheless, British are 
urgently considering whether some formule about oil, likely be 
found acceptable to Persians without giving away essential! British 
principles, could be evolved and presented you for transmission En 
tezam. British will let us know result as soon as possible, but we 
must emphasize they not hopeful being able go much beyond mes 
sage already proposed. We understand if they able evolve formula, 
it would be their intention seek your comments on it first and they 
would welcome any suggestions you might care offer about phrase- 


ology calculated to appeal to Persians without detriment to British 

Meanwhile, British think they should send Zahedi acknowledge- 
ment of his message Eden received through Swiss October #.° 
They are, therefore, giving Swiss Minister London following mes 
sage for transmission: 


Verbatim Text. 

“Thank you for the message | received through the Swiss Gov- 
ernment on October 30, about the resumption of diplomatic rela- 
tions. | am very glad to know that you share my wish that this 
should be done as soon as possible iously our countries should 
be in normal and direct touch. The problem of oil is complex and 
will require study and time to resolve, and | feel that for us to be 
in direct touch will help us both. I do not think that any useful 





‘Sent to Tehran as telegram 61 and repeated to the Department 

*Not printed. (888.2553/11-1152) 

*See footnote 2, Document 354 

*On Nov. 13 the Embassy reported in telegram 2084 that the Britieh had ex 
pressed great appreciation for Henderson's skillful handling of his conversations 
with the Shah, Zahedi, and Entezam and added that Henderson had taken exactly 
the proper line Moreover, the British were giving high-level consideration to Hen 
derson's proposal contained in telegram 108%, Document 354 (Telegram 2084 
RRR 25538/ 11-1353) 

*Document 3%! 

*Not printed. (884 2553/ 10-3153) 











‘Ambasmadoer Henderson reported on Now. 16 that the previous day he informed 
the Foreagn Minister that the Britwh Government did nat think & would be useful 


thing they could do to make it politically easier for the Iranian Government to 
resume relations at once, and the Swiss Minister would probably deliver the British 
views during the next day or two. The FPoreagn Minister expressed his disappoint 
ment and said he would wnamedwtely inform the Prime Minister and the Shah 
(Telegram 1116, S88.2553/11-165%) 


No. 387 


National Intelligence Estimate? 


WasHiIncTon, November 16, 1953 
NIE-102 
ProsasLe DeveLormentTs tn [ran THrovucn 1954" 


THE PROBLEM 


To estimate probable developments in lran through 1954 


'Files of National Intelligence Estimates, Special Estimates, and Special National 
Intellwence Estumates, retarned ty the Dorectorate for Regional Research, Bureau of 
Intelligence and Research 

*National Intelligence Estimates (NIEs) were hgh level interdepartmental reports 
presenting authoritative appramals of vital foreign policy problems NIEs were 
drafted by offers from those agencies represented on the Intelligence Advisory 
Commuttee (LAC), discussed and revised by wnterdepartmental working groups co 
ordinated by the Office of National Estimates of the Central Intelligence Agency 
(CIA), approved by the LAC, and circulated wader the aegis of the CIA to the Presi 
dent, appropriate officers of cabinet level, and the National Security Council. The 
Department of State provided all political amd some ecomomic sections of NIEs 

‘According te a note on the cover sheet, “The Intelligence Advisory Committee 
concurred in this estimate on 10 November 1953. The FBI abstained, the subject 
berg outside of rts yurmdiction The following member o-ganizations of the Intelli 
gence Advisory Committee participated with the Central Intelligence Agency in the 
preparation of this estemate The intelligence organizations of the Departments of 
State, the Army, the Navy, the Air Force, and the Joint Staff’ 
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l. Relatively moderate governments are likely to continue in 
Iran through 1954, although hampered by: (a) the indecision of the 
Shah; (b) the irresponsibility of the diverse elements making up the 
Iranian political community; and (c) the unruliness of the Majlis. 
through 1954 are not good 

2. Few significant steps toward the solution of Iran's basic social, 
economic, and political problems are likely to be taken during the 
period of this estimate. The effectiveness of the government will 
largely be determined by its success in dealing with Iran's immedi- 
ate fiscal and monetary problems and in making some apparent 
progress towards settlement of the oil dispute. An early and satis 
factory oil settlement is unlikely. Without further outside financial 
aid, an Iranian Government probably would manage to cope with 
its immediate fiscal and monetary problems by resorting to deficit 
financing and other “unorthodox” means. Under such circum- 
stances, it would encounter—and with difficulty probably keep in 
check— mounting pressures from extremist groups 

3. The security forces, which are loyal to the Shah, are consid- 
ered capable of taking prompt and successful action to suppress in- 
ternal disorders and recurrent rioting if provided timely political 
leadership. This capability will continue if, during the period of 
this estimate: (a) security forces receive adequate financial support; 
(b) differences between the Shah and top level leaders over control 
of the security forces are not seriously aggravated; and (c) strong 
public opposition to the regime does not develop 

4. Tudeh’s capabilities do not constitute a serious present threat 
to the Iranian Government, and the Tudeh Party will probably he 
unable to gain control of the country during 1954, even if it com- 
bines with other extremist groups. It will! retain a capability for 
acts of sabotage and terrorism 

5. Iran will attempt to maintain friendly relations with the 
USSR, but will almost certainly resist any Soviet efforts to increase 
its influence in Iran's internal affairs 

6. Failure to receive continued financial aid from the US or an 
acceptable oil settlement will probably result in a government 
coming to power which will be less friendly to the US than the 
present one 

[Here follow paragraphs 7-33, providing further discussion and 
elaboration of the above conclusions. | 
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No. 388 
64) 11-0908 Tetegrem 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET Tenran, November 19, 1953—noon. 


1140. Noforn. Department for Secretary, and Byroade. 

1. | am fully in sympathy with need for early resumption Irani- 
an-British diplomatic relations, and on basis Department's ex- 
pressed attitude have been pressing this matter upon Shah, Prime 
Minister, Foreign Minister and other leading Iranian officials. 
However, I can foresee certain serious difficulties which could 
affect adversely all we have been attempting to do in recent 
months, if firm. Note commitments are not made by United States 
and United Kingdom Governments to each other before formal re 
lations resumed bei ween United Kingdom and Iran. Nature such 
commitments I will elaborate below. 

2. There is perennial Iranian fear that resumption diplomatic re 
lations with United Kingdom will signify revival alleged United 
Kingdom interference in internal affairs to detriment Iranian in- 
terests on oil question. Many Iranians equally fear that they will 
be depriving themselves of strongest card in negotiating with 
United Kingdom, since they feel that United Kingdom actually 
yre interested in reestablishing relations than in reaching oil so 
hisyon. Such persons envisage that resumption of relations may be 
twilowed by variant of previous Briti.a policy, namely to wait until 
economic pressures could bring Iran to agree to type oil arrange- 
ment United Kingdom preferred, at same time endeavoring manip 
ulate political arrangements most favorable that objective 

3. British attitude toward Zahedi government seems to we here 
somewhat unclear. We aware of assurances given this summer re- 
garding fullest cooperation in event successor to Mosudeq should 
take office. However, we have remarked since that time certain at- 
titude of reserve and wait and see taken by ranking British offi- 
cials, United Kingdom stiffening in general field of oil proposals, 
and continued strong criticism Zahedi regime by Iranians long 
known as strongly pro-British. Our estimate of Iranian situation 
and prospects for 1954 being submitted in Embassy telegram 1141, 
November 19." Therein we consider Zahedi regime, with its funda- 
mental goodwill toward West, appears have best chance of any po 
tential government to meet grave issues at this time facing Iran, 
including oil. If Zahedi government against its political judgment 





‘Transmitted im two sections, repeated te Londen for the Ambassador 
* Infra 
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bows to British insistence for resumption relations without any- 
thing to show that progress has been made in oil dispute, it will 
only be as result efforts this Embassy on basis United States Gov- 
ernment’s views on this question. Zahedi government hence will 
consider United States has strong moral responsibility to see that 
thereafter United Kingdom take no internal steps to undermine 
this government in its negotiations regarding oil, or in its very ex- 
istence 

4. In light attitudes many Iranians and situation as it appears to 
Embassy, I believe it extremely important UK have full grasp of 
implications US role in Iran in behalf entire free world, including 
UK, and of extent to which US risking its prestige and influence 
while in that role. It seems to us that UK on its side should be in 
position to give for definite period of time concrete assurances to 
US Government that it will not countenance and will disapprove 
any efforts here which could be interpreted as unilateral UK objec- 
tive to undermine and replace Zahedi government. We are of opin- 
ion such a period could extend during course of oil negotiations and 
for at least limited time following successful signature and Majlis 
ratification of an oil agreement. 

5. It vital to common objectives US and UK in Iran that there be 
no possibility of misunderstanding on basic issues following re 
sumption UK-Iranian relations. There no doubt Iranians, from 
whatever motivation, wil! do all possible to sow suspicion between 
US and UK following that event. Interest of both our countries 
could suffer disastrous reverses if such activities even partially ef- 
fective. Shah himself if he considers for one moment there some di- 
vergence between US and UK approaches to Iranian problems 
during this crucial period will not hesitate join in game. Shah's 
support is keystone any actions on part Zahedi government to cope 
with serious problems such as Majlis elections and oi! negotiations 
and eventual Majlis ratification of oil agreement. Hence, common 
Anglo-American attitudes toward Shah without slightest deviation 
and full mutual confidence, justified by behavior not only between 
two governments but also between their representatives in Iran, 
are essential to maintenance of Shah's support for and to prospect 
success of Zahedi regime .* 

HENDERSON 





"On New 2!) the Department responded that @ greatly appreciated Henderson 
sending this cable, as would help the Department to prepare for the impending 
Bermuda Conference of the Heads of Government of the United States, the United 
Kingdom. and France. (Telegram 1225, 64) 8&/ 11-1958) 

The Embasey in London replied on Nov. 25 that agreed entirely with Hender 
son's views as expressed in telegram 1140 (Telegram 2257; 641 .88/ 11-2558) 
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No. 389 
"<> of - Te eta 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET Tenran, November 19, 1953—1 p. m 


1141. Embassy has sought below to give its general appraisal of 
Iranian situation at present and to project this estimate into 
1954 

1. Zahedi Government, as legally designated regime of Shah, ap- 
parently will be able to stay for some time, despite opposition criti- 
cism, if Shah does not permit it to be undermined and if he at 
same time allows government to proceed with effective measures 
designed to quel! that opposition Nationalist political forces 
remain disrupted and no popularly recognized Nationalist political 
leader other than Mosadeq seems available, and he in jail. Armed 
Services have for many years been decisive political instrument in 
country although this fact obscured under Mosadeq regime because 
of Shah's unwillingness employ them contrary to Mosadeq’s wishes 
Constitutional issue which divided Mosadeq and Shah resolved in 
favor latter, because former was not able maintain control over 
armed forces 

2. Zahedi attempting abide by constitution without full powers 
Dr. Mosadeq possessed although confronted with serious conditions 
as aftermath Mosadeq rule In view of his constitutional and legal 
shackles from which he apparently not willing free himself by 
extra legal actions, his regime not likely to effect significant social 
and economic reforms in country during 1954. Government contin. 
ues campaign against Tudeh, does not hesitate impose quasi press 
censorship and insists criticism have some limits. Criticism any 
regime endemic in Iran and present government getting its share 
which will be related to its future effectiveness 

3. Prime interna! political problem clearly continued good rela- 
tions between Shah and Prime Minister Shah may be expected, in 
traditional Persian manner, not to place complete trust in Zahed) 
or to back him unqualifiedly Current Mosadeg trial having some 
adverse public effect upon government and being handled under 
authority Shah. * On other hand, Shah and Zahedi agree that be- 
cause disruptions parliamentary development under Mosadeq next 


Tranemitted in two sectronme rv peated to London as telewran 2 and pouched ti 
Meshed Tabriz and Istahar 

‘Mosadey ‘ ifia ' harwese that fhe Get the tonetitutpon as touched the 
Shah « preragatives began on Now * Decumentation regarding the trial « om files 


“me in) and — 
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Majlis elections should be fully controlled and slate candidates mu- 
tually agreed upon. Both affirm new deputies should come from 
areas where elected and both assert they will be able by mutual 
compromise to arrive at acceptable single list 

4. In next year it not believed political activity of various Iranian 
social groups will change materially. Activities peasants and tribes, 
aside trom possible intrigues of Gashqais, may not be considered as 
of decisive significance. Worker agitation for better wages and 
problem unemployment may have to be met partially by govern- 
ment. Activities of merchant class, particularly those benefiting 
from Mosadeq's previous inflationary policies, will have to be chan 
neled in direction of recognition benefits to be derived from im- 
proved economic conditions flowing from an oil agreemcnt. Famil- 
iar problem will remain of educated Iranians trustrated in securing 
suitable jobs because of Iranian economic and political conditions 
It believed best government can do during coming year is to keep 
popular frustrations from mounting, maintain anti-Tudeh cam 
paign, and permit improved conditions stemming from an oi! settle 
ment and resumption substantial Iranian oil exports to have their 
effect 

5. Without an o1' agreement of some kind or, failing this, contin 
ved American financial! aid, it seems impractical to think any non 
Communist regime, no matter how authoritarian, can survive 
Public sentiment may be mobilized in behalf oi! agreement or at 
least neutralized if it considers such arrangement protects lranian 
rights. Although this broad concept, it will be necessary for Zahedi 
regime to publicize fully it has safeguarded Iran's interests in 
making settlement. Tudeh Party has been seriously scotched by 
strong government actions taken but its essential leadership and 
organization intact. In event no oil settlement or foremgn financial 
aid, Tudeh Party in alliance with maicontent nationalists could 
become in 1954 once again serious threat to continued independ 
ence of Iran 

6. Any regime fully determined to impose an oi! settlement with 
out regard public reaction undoubtedly with army support could 
secure temporary Iranian acquiescence but consent could be ex 
pected to be brief However it believed that Zahedi regime, despite 
its faults for which certain remedia! action can be taken, offers 
best available means to achieve an oi! settlement which under 
present volatile iranian conditions could have likeliest prospect of 
durability 

As well, it believed that Shah recognizes Zahedi in better posi 
tion to reach oil agreement than any potential Prime Minister now 
that Mosadeq can no longer be considered However, Shah might at 
some stage wish replace Zahedi by another also opposed to extreme 
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nationalists. Abrupt dismissal of Zahedi would be likely strengthen 
forces opposed to an oil settlement as could undermine any oil ar- 
rangement already made. Questions whether Zahedi is to remain 
in power and whether Shah permits him sufficient leeway for con- 
structive action may be answered in part by ability United States 
and United Kingdom fully to cooperate in Iran. 

li&NDERSON 


No. 390 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET Lonpon, November 19, 1953—5 p. m 
2158. Re Embtel 2099, repeated Tehran as 61 and your telegram 
1116, repeated London 347.* 
British have now drafted terms of possible joint Anglo-Persian 
communique which, if Persians agreed, might be put out simulta- 
neously in London and Tehran. Draft follows 


Verbatim text 

“HMG and the Persian Government have now decided to resume 
diplomatic relations and to exchange Ambassadors without delay 
They will thereafter proceed at the earliest mutually agreed 
moment to negotiate a settlement of the oil dispute which has re- 
cently clouded relations between them and thus to complete the 
restoration of their traditional friendship. They are confident that, 
with goodwill, solution can be reached which will take account of 
the nationa! aspirations of the Persian people regarding the natu- 
ral resources of their country and which, on the basis of justice and 
equity, will safeguard the honour and interests of both parties 

“Thus it is hoped that a real contribution will have been made to 
the welfare of the two peoples and to the cause of peace and inter- 
national cooperation’ 

End verbatim text 


British would be grateful for your comments on 


(a) Phraseology this draft. They have made clear to us that in its 
essentials it represents furthest to which they would be — 
go in producing formula, though they realize there may other 
phrases, equally innocuous from their point view, which might be 
more acceptable to Persian opinion 

(b) Timing of presentation of draft to Persians. British feel that 
the longer they delay in implementing their promise to Zahedi of 


Sent to Tehran as telegram 62 and repeated to the Department 
See Document 586 and footnote 7 thereto 
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further consideration (see Eden’s message w Zahedi reproduced in 
Embtel 2099) the more the Persians may be !ed to expect in way of 
concessions. On other hand, Mosadeg trial may not make this very 
appropriate moment for Persian Government to think about restor- 
ing diplomatic relations. 
There is no suggestion you should sound Persian opinion on 
either point at this stage. British merely request your comments. 
Foregoing approved by Eden.* 
ALDRICH 





*On Nov 20 Ambassador Henderson responded that he considered the tenor of 
this statement to be excellent and suggested that this draft be shown informally to 
the Iranian Foreign Minister as soon as possible to obtain his reactions. He cau- 
tioned, however, that the British should not become unduly optimistic that the Ira- 
nians were willing at that particular time to resume relations with the United 
Kingdom in the absence of an oil agreement. He also recommended that friendly 
pressure should continue to be exerted upon Iran to reestablish relations with the 
British (Telegram 1148, 641.88/11-2053) The Department agreed on Nov. 21 that 
the friendly pressure on the Iranians should not be relaxed. (Telegram 1225, 641.88/ 
11-1953) 


No. 391 
lelegran 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET Lonpon, November 24, 1953—1 p. m. 


2228. British most grateful for your helpful comments (urtel 
1148).? 

They are arranging for following message from Eden to be sent 
to Swiss Minister Tehran for presentation to Entezam. 


Verbatim text. 

“You will recall that, in the last message I sent to General 
Zahedi, I said that I was considering whether there was — 
further I could do to assist difficulty over a resumption of diplomat- 
ic relations. | have given much thought to this, and believe that 
the best way to proceed would be for us to agree upon the text of a 
joint communiqué which could be put out simultaneously in 
Tehran and London. The terms of the communiqué might be as fol- 
lows: 


‘HMG and the Persian Government have now decided to 
resume diplomatic relations and to exchange Ambassadors 
without delay. They will thereafter proceed at the earliest mu- 





‘Ser to Tehrar as telegram 65 and repeated to the Department 
*See footnote 5, supra 
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tually agreed moment to negotiate a settlement of the oil dis- 
pute which has recently clouded relations between them, and 
thus to complete the restoration of their traditional friendship. 
They are confident that, with good will, a solution can be 
reached which will take account of the national aspirations of 
the Persian people regarding the natural resources of their 
country and which, on the basis of justice and equity, will safe- 
guard the honour and interest of both parties. 

Thus it is that a real contribution will have been 
made to the welfare of the two peoples and to the cause of 
peace and international cooperation.’ 


I very much hope that you will be able to concur in the wording 
that is suggested above. In that event, all that will remain for us to 
do is to concert, through the Swiss Government the time at which 
a should make our simultaneous announcements. | shall be quite 

to leave the choice of time to you, but would suggest that it 
chouwtd be as soon as possible. | feel strongly, as you know, that the 
present estrangement between our countries should be ended with- 
out delay.”” End verbatim text. 


British have chosen formal channel of Swiss Minister since its 
use may incline Persians give more definite reply than less formal 
approach. Nevertheless, they are anxious that, in concert with your 
Swiss colleague, you should at same time speak informally to Ente- 
zam on lines you have hitherto taken. Eden asks us to add that 
your efforts are very highly valued.* 

ALDRICH 





*On Nov. 28 Ambassador Henderson reported that Eden's message reached the 
Swiss Minister only the previous evening, that the Minister delivered it that morn- 
ing, and that Foreign Minister Entezam seemed to be somewhat disappointea and 
reserved when given the message ‘Telegram 1195, ®8* 2553/11-2854) 


No. 392 
Tele 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET PRIORITY Lonpon, November 30, 1953—5 p. m. 


2340. Limit distribution. Hoover and | lunched with Eden and ad- 
visers this noon. Hoover made detailed and reasoned statement 
urging British agreement to consortium. He emphasized both Per- 
sian situation and problem presented by independents who at any 
time might undertake direct negotiations with Iranians. In absence 


‘Repeated to Tehran 
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United States agreement with British on future course of action, 
independents would be free to pursue such negotiations to preju- 
dice of British-lranian settlement. Eden immediately took inuch 
more flexible position than officials have maintained in meetings 
and in fact over-ruled their reiteration that first approach to Iran 
should be to ask for return of AIOC as sole operator and distribu- 
tor. 

Substance of Eden’s comments was that British have obligation 
both to AIOC and Parliament to obtain best settlement possible. 
First step is to re-establish relations. After receipt estimate of situ- 
ation from their representative Tehran they will concert with us 
on next step. Although his advisers insisted that try should be 
made to arrange for return of AIOC alone, Eden himself said he 
believed this impractical but could not make commitment re con- 
sortium until first-hand reports of British representative Tehran 
received and matter considered by Cabinet. Later in discussion, 
however, he suggested possibility that matter might be put up to 
Cabinet even before relations re-established. He seemed receptive 
to Hoover's suggestion that AIOC (Fraser) might take initiative in 
near future with American and perhaps French companies active 
in ME which would have to cut back to make way for Iranian oil, 
and invite them to discuss formation consortium, consortium would 
then negotiate with Persians, perhaps through International Bank 
as agent or intermediary. During discussion it emerged that princi- 
pal British concern is that any preliminary conversations on con- 
sortium would almost inevitably become known to Iranians and 
thus destroy British “bargaining position’’. 

At conclusion of discussion it was agreed that: 


(1) First priority effort by all concerned (including, Eden hoped, 
Vice President Nixon)? would be to push for re-establishment rela- 
tions; 

(2) Hoover would probably not proceed Tehran at this time; 

(3) British course of action after re-establishment relations would 
be concerted with us (a commitment British have previously avoid- 
ed) and would probably take preliminary steps towards formation 
of consortium. 


Third point was left rather vague and it was agreed that British 
officials would meet this afternoon, meet again with Hoover tomor- 
row morning® and luncheon group would meet tomorrow afternoon 





“Vice President Nixon was scheduled to arrive soon in Iran as part of his trip to 
the Far and Middle East, Oct. 7-Dec 14 

*On Dec. 1 the Embassy in London informed the Department that Hoover, instead 
of having a merning meeting on Dec. | with British officials, had a long discussion 
with Sir William Fraser, of the Anglo-lranian Oi] Company. During that conversa 


tion Hoover convinced Fraser that a consortium was the only practical solution to 
Continued 
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in effort obtain a general agreement prior to conversations at Ber- 
muda. Hoover endeavoring to get British agree in principle to a 
consortium as preliminary to possible conversation between Presi- 
dent and Prime Minister at Bermuda along lines Hoover discussed 
with President on November 21.* So far no attempt made to agree 
on relative British and American participation but only to get gen- 
eral agreement to principle. President would then be free to pro- 
pose equal participation by both sides if opportunity presented 
itself. 

Luncheon meeting today represented considerable step forward 
in British thinking and we are optimistic that further progress can 
be made before Eden departs for Bermuda.* 

ALDRICH 





the oil problem and Fraser agreed to put the matter to the AIOC board of directors 
that evening along the following lines 

“When relations are reestablished AIOC will either directly or through British 
Embassy ask Persians whether they will accept AIOC. When they refuse, active 
steps to form consortium will be taken. In meantime, AIOC would without publicity, 
undertake ‘exploratory’ conversations with representatives of American interests 
Fraser suggested American and British interests would participate on 50-50 basis 
He admitted, however, that French would probably have to be included, but hoped 
to postpone bringing them in until final stages when all-important terms of consor- 
tium would have been settled ~ 

The Embassy further reported that at the meeting with Eden that afternoon, the 
Hoover-Fraser discussions were approved and Eden expressed great pleasure and 
sppreciation of Hoover's efforts. (Telegram 2375, ®88.2553/ 12-159) 

*According to a memorandum dated Nov. 2! from Hoover to President Eisenhow- 
er, which the President saw that day, Hoover recommended that the President tell 
Prime Minister Churchil! at Bermuda that the stage was set to achieve an equitable 
oil settlement, that the United States and United Kingdom had to cooperate to 
achieve such a success, and that the vehi ‘e for success had to be a consortium of 
American and British oi] companies. (GTI files, lot 57 D 155, “General”) 

*Hoover informed Henderson on Nov 3 that, in view of the more reasonable 
British attitude, he was not going to go to Tehran at that time. (Telegram 73 from 
London, 888 2553/ 11-3053) 


No. 393 


The Ambassador in Iran (Henderson) to the Department of State' 


SECRET NIACT TEHRAN, December 3, 1953—10 a. m. 


1227. Re Embtel December 2 to London 379, repeated to Depart- 
ment 1223.* 





‘Sent to London as telegram 381 and repeated to the Department 
“In telegram 379 Ambassador Henderson reported that he had spoken with the 
Foreign Minister, who informed him that on the evening of Nov. 30, Prime Minister 
Continued 
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1. At Foreign Minister's request | saw him 8:30 this morning. He 
told me that at 9:00 he would ask Swiss Minister transmit oral 
message to Eden that Government Iran had decided resume rela- 
tions and that it was agreeable to issuance without alteration joint 
communiqué suggested by Eden. Swiss Minister would also be re- 
quested to inquire whether British Government would be agreeable 
to issuance at 2 p. m. Tehran time December 5. 

2. Foreign Minister said now that it quite widely known Iranian 
Government preparing to resume relations, the sooner they could 
be resumed the better so end would be put to wild rumors which 
certain to circulate. He hoped by December 4 receive confirmation 
that hour mentioned would be acceptable to British Government.* 

3. Foreign Minister edded Iranian Government somewhat con- 
cerned lest contents conmmuniqué would not be up to expectations 
Iranian public. Government convinced it was moving against public 
opinion in resuming relations without being able to show some ad- 
vance in direction solution of oil problem. Nevertheless, govern- 
ment could understand logic British point of view that resumption 
should come before oil discussions and had decided prompt resump- 
tion would be in interest country. It was making this move in genu- 
inely friendly spirit and was noping to be able promote atmosphere 
mutual confidence and cordiality. Iranian Government by resum- 
ing relations under these conditions was burning its bridges. In 
order obtain support, Prime Minister and he had been assuring 
other members Cabinet as well as Iranian leaders outside govern- 
ment that they had reason believe British would approach oil prob- 
lem in conciliatory and understanding spirit. They hoped British 
would realize that Iranian Government was taking seriously Brit- 
ish expressions of good will toward Iran and depending upon Brit- 
ish during course oil negotiations to assume attitude which would 
really accord with Iranian national aspirations. He would appreci- 
ate it if I could let British Government know what situation was 
and emphasize friendliness of present Iranian Government. 

4. Foreign Minister said that in view state public opinion Prime 
Minister would be compelled make short radio address following is- 
suance communiqué. This address would be friendly but in it would 





Zahedi had held a Cabinet meeting to explain why it was necessary for Iran to rees- 
tablish relations as quickly as possible with the United Kingdom. The Cabinet re- 
sponse was so positive that neither Zahedi nor Entezam suggested nor were they 
confronted with any demands to make any changes in the text of Eden's suggested 
joint communiqué (see Document 391). (641.88/ 12-253) 

"The Embassy in London informed the Department on Dec. 3 that the British For- 
eign Office had given the Swiss Minister a message to deliver to the Iranian Govern- 
ment that said that the British agreed that the joint communiqué should be an- 
nounced at 2 p. m. Tehran time on Saturday, Dec. 5. (Telegram 2416; 888.2553/12- 
$53) 
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be statement to effect that oil problem must, of course, he settled 
strictly within framework existing Iranian legislation. | told him it 
extremely important Prime Minister make no statement to which 
British Government might feel it must take exception. Foreign 
Minister said he would do his best edit speech with that end in 
view. He hoped British Government would understand that speech 
this kind must be made in order to cushion reaction of public 
which, as he had already indicated, would be almost sure to be 
somewhat disappointed in text communiqué 
5. In response my question, Foreign Minister said that shortly 
after, or simultaneously with issuance communiqué, government 
spokesman would state that announcement would be made in near 
future re exchange of Ambassadors.‘ 
HENDERSON 





*On Dec. 5 the Embassy in Tehran informed the Department that the joint com 
munique announcing the resumption of relations between the United Kingdom and 
Iran had been wsued at 250 p.m. Tehran time, Dec. 5, and that the wording was 
identical to that in Document 391. (Telegram 1259, 641. 88/ 12-55%) 


No. 394 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State' 


SECRET NIACT Lonvon, December 5, 1953—1 p. m. 
2444. Limited distribution. Smith from Hoover. 
1. Please pass Byroade Bermuda, in partial response his inquiry 
this date, London Embtel 2437, December 4,’ which also partially 
answers Deptel 2954.* 





‘Repeated to Tehran eyes only for Ambassador Passed by the Department to the 

Secretary of State in Bermuda as Tosec 24, Dec. 5. (888 2553/12-559) 
2In telegram 2437 Hoover informed the Department that the Foreign Office and 
the AIOC still wished to assess the prospects themselves to see if the AIOC could 
return to Iran and, if «0, under what conditions The British claimed this was neces- 
sary to satisfy their own public opinion, elements of the British Cabinet, and the 
directors and stockholders of the AIOC. Hoover also reported that it was his convic- 
tion that the Foreign Office and the AIOC could not return in a dominant role, but 
they were hopeful thai the situation was not as bad as Hoover had portrayed it. He 
also believed that the Foreign Office and the AIOC were now committed to proceed. 
ing with the consortium, especially since the AIOC would be able to return only 
with restricted participation. (601 4188/12-453) The Department passed this tele 
gram to the Secretary of State in Bermuda as Tosec 16, Dec. 5. (601.4188/12-453) 
“On Dec. 4 the Department informed Hoover that it understood that Jersey 
Standard and possibly other American oi! companies had received invitations from 
Continued 
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2. British now tacitly agree some form consortium only practical 
solution but insist they must go through motions of assessing situa- 
tion Tehran for themselves and determining extent AIOC partici- 
pation. HMG estimate probably will not complete this phase until 
early January. 

3. To expedite progress, HMG and AIOC agree much time saved 
now by preliminary and hypothetical discussions between AIOC 
and six other large Middle East offtakers. Fraser has issued invita- 
tions accordingly to five American and one British company come 
London and explore possibilities.‘ Draft this invitation seen by me 
and Jennings will submit copy to Phieger and Department soonest 
possible. Fraser apparently finds necessary mention me several 
times as urging this course in absence of i:s direct assessment in 
Tehran I see no harm if will expedite situation. He seemed im- 
pressed by my argument he alone possessed initiative now and it 
was opportunity for great leadership and statesmanship on his 
part.® 

ALDRICH 





Sir William Fraser of AIOC to send representatives to London to discuss the Iranian 
oil problem, that Socony representatives were going to call at the Department on 
Dec. 7 to discuss Fraser's invitation, and that the Department wished Hoover > 
inform it of what he knew concerning Fraser's invitation (Telegram 2954, 888.2553 
12-453) 

According to a letter dated Dec 4 from Austin T. Foster, General Counsei, 
Socony-Vacuum Oil Company, to Phieger, Foster had informed Phieger of Fraser's 
invitation, dated Dec 3, and had set up the meeting to be held on Dec 7 at the 
Department. (888 2553/ 1-453) 

*Not printed. (884 2553/ 12-453) 

*The Department further informed Hoover on Dec 5 that S. A. Swensrud of Gulf 
Oil Company had informed the Department that he and representatives of four 
other major American oi] companies, .- < with Royal Dutch Shell, had received 
invitations from Fraser; that Swensrud & .ewed talks could begin in London about 
Dec. 14; and that Swensrud hoped Hoover would be available in London during the 
talks. (Telegram 2986, 888.2553/12-453) 

On Dec. 7 Hoover replied that he planned to remain in London during the pro 
posed conference. (Telegram 2457; 884 2553/ 12-758) 


No. 395 


Memorandum by the Legal Adviser (Phieger) 


TOP SECRET Wasninoton, December 8, 1953. 
IRANIAN OUL 


At the Cabinet Meeting Mr. Dulles reported on the Iranian Oil 
situation, telling of the invitation that had been extended by Sir 
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William Fraser to several American oil companies to come to 
London for explanatory talks looking toward a possible cooperative 
effort to solve the Iranian problem. He said that he was answering 
a letter of inquiry from Standard Oil of New Jersey’ by stating 
that the Department of State had no objection to the oil companies’ 
attending the meeting and that he had been advised that the 
matter had been cleared by the Department of Justice, asking the 
Attorney General to confirm this. The Attorney General confirmed 
this, stating that he thought a representative of the US. should 
attend the meetings. The Secretary replied that it was his under- 
standing that Mr. Hoover would attend the meetings. 

The letter to Standard Oil of New Jersey stating that the Depart- 
ment had no objection to the oil companies’ accepting the invita- 
tion included the following “on the understanding that Mr. Hoover, 
consultant to the Secretary, will be present at the discussions.” 

HERMAN PHLEGER 





‘See footnote 3, supra. The Secretary's letter was sent to Harden over the signa 
ture of Under Secretary Smith. (S88 2553/12-853) 


No. 396 
Tae 5 12-1758 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET Tenran, December 17, 1953—5 p. m. 


1341. 1. Vice President Nixon told me before his departure’ that 
during his talk with Shah on afternoon December 11 latter 
broached subject future Iranian Army. Shah took position similar 
to that which he had assumed during previous conversations with 
General McClure and myself. He told Vice President it necessary 
early decision be made whether Iranian Army was to be organized, 
equipped and trained to defend Iran in case of external attack from 
any direction, or army was to be used merely for maintaining in- 
ternal security. Shah explained why in his opinion army should be 
capable of engaging in at least holding action in case Iran should 
be invaded by foreign armed forces. He pointed out that if it should 
become known that army was to be used merely for police purposes 
morale not only of army but of Iranian nation as whole would 





‘Transmitted in two sections 

*Vice President Richard M. Nixon was in Iran Dec. 9-Dec. 12, as part of his good 
will tour of the Far East and South Asia, which began on Oct. 7, and ended upon his 
return to Washington on Dec. 14. Extensive material regarding the Vice President's 
trip is in file 033.,100-NI 
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suffer to such extent it would be difficult for Iran to resist Soviet 
political as well as military pressure. 

2. Vice President inquired if Shah had in mind, in case Iranian 
Army should be prepared to defend itself, that there should be de- 
fense cooperation between Iran and its neighbors. Shah replied it 
only natural Iran should cooperate in defense matters with its 
neighbors if Iran would have army capable of defensive action. it 
would make no sense, however, for Iran without army with defense 
capabilities even to discuss military cooperation with its neighbors 
Iran would be in intolerably humiliating position if it should at- 
tempt participate in regional defense talks or arrangements at 
time when it had no armed forces to contribute even to its own de 
fense in case of attack. In his opinion it would not be prudent to 
talk prematurely re defense pacts or arrangements between Iraq 
and its neighbors. 

3. Shortly after Nixon's departure Prime Minister and Foreign 
Minister told me they had understood that matter future Iranian 
Army had been discussed between Shah and Vice President and 
they would be grateful if at appropriate time | would let them 
know in confidence my understanding as to what had been said. 
Last evening during my talk with Prime Minister he asked if | 
could summarize for him my understanding in this regard. After | 
had done so | asked Prime Minister if he was in agreement with 
Shah's attitude as described by me and he replied in affirmative. 

4. During conversation which I had this morning with Foreign 
Minister latter also asked me to tell him what I knew about this 
conversation. When I had done so he expressed relief. He said he 
had been worried lest Shah had unintentionally misled Vice Presi- 
dent into believing iran prepared at present time go further than it 
really could. It would be foolhardy for Iran, just now when it had 
no army capable of defending itself and when government not yet 
firmly entrenched, to humiliate itself and uselessly provoke Soviet 
Union by entering into conversations with Pakistan or Turkey or 
both looking forward towards military cooperation. Least said at 
present time about ME defense pact which would include Iran, 
better. In a way it unfortunate that Zafrulla Khan coming Iran 
just now because his visit would be certain give rise to rumors that 
common defense conversations between Iran and Pakistan already 
taking place. Rumors this kind would serve merely to promote agi- 
tation among fanatical nationalist fringe and neutralists in Iran 
against US, Turkey, and Pakistan with consequent embarrassment 
to Iranian Government. He said he also hoped that if US Govern- 
ment should decide to help Iran transform its army into force capa- 
ble of defensive action, there would be minimum talk about deci- 
sion in US and, if possible, no talk at all about military pacts, de- 
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fensive alliances, etc. It would be preferable for developments in di- 
rection ME defense arrangements to follow natural course and not 
appear to be responsive to outside guidance. Reports emanating 
from what might appear to be official American sources re military 
bases in Iran would have particularly unfortunate repercussions 
and would handicap Iranian Government in its efforts unostenta- 
tiously to strengthen Iranian defenses. 

5. | told Foreign Minister I confident US Government understood 
Iran's difficulties in this respect and had no intention of doing or 
saying anything which would add to (hem. Foreign Minister said 
both Turkish and Pakistan Governments thus far had been circum- 
spect in such official statements as they had issued and he hoped 
they also would not do ov say anything which might increase 
present press speculation re possibilities future military arrange- 
ments with Iran 

6. Foreign Minister said that Indian Ambassador seemed particu- 
larly worried re possibility military collaboration under aegis US 
among Pakistan, Iran and Turkey, and on several occasions had in- 
dicated that his government would consider such collaboration as 
threat to peace of ME. Soviet Ambassador also had dropped hints 
of similar character. Iran had no intention allowing Soviet or 
Indian pressure to dictate its foreign or defense policies. Neverthe- 
leas now was not time to engage even in secret conversations about 
future defense pacts or arrangements. 

HENDERSON 


No. 397 
0 Teheger ne 


The Charge in the United Kingdom (Butterworth) to the 
Department of State' 


SECRET Lonpvon, December 18, 1953—4 p. m. 

2678. Limit distribution. 

1. Representatives eight oil companies, namely AIOC, Shell, Cie 
Francaise de Petroles, Standard Oi! France, Standard Oi! Califor- 
nia, Texas, Gulf, and Socony, have held meetings at invitation 
AIOC in latter's offices London December 14, 15 and 17.? Hoover 
attended as observer at request Justice Department. Discussions 
solely of exploratory and hypothetical nature in anticipation com- 


‘Repe ated to Tehran 
"Memoranda of these meetings are in GTI files, lot 57 D 155, “Top Secret Mr 
Hoover Correspondence 
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panies may be called upon assist future re-establishment Iranian 
oii industry. 

2. Fraser opened meeting with statement that discussions must 
be of hypothetical nature not only because limitations placed on 
American companies by Justice Department but aiso AIOC must 
await assessment of Iran situation by HMG to determine extent 
their own participation. He indicated strongly AIOC interested 50 
percent participation in future veniure, bul in no event could they 
discuss matter until such report available, perhaps early January. 
American companies made no comment and extent of individual 
participation not mentioned further * 

3. Fraser outlined desire AIOC receive compensation by (a) re- 
ceiving free oi! directly from Iran in addition to (b) cash and per- 
centage of profits from any future partners in contribution for lat- 
ter's participation in venture 

4. Considerable portion of meetings given over to factual descrip- 
tion by AIOC staff of working conditions, field operating and refin- 
ery facilities, together with probable estimates of costs and ex- 
penses of rehabilitating installations. AIOC estimated possible 
crude production of ten million tons (200,000 BPD) during first 
year, 20 million tons (400,000 BPD) during second vear and 3! mil- 
lion tons (600,000 BPD) during third year. Further estimated fol- 
lowing amounts of above crude could be refined: Five million tons 
(100,000 BPD) first year, ten million tons (200,000 BPD) second year 
and twenty million tons (400,000 BPD) third year. Above AIOC fig- 
ures apparently predicated partly upon physical limitations of fa- 
cilities and partly by their own ability to market 50 percent of off- 
take and adjust production from other sources accordingly Ameri- 
can companies offered no comment in view hypothetical nature of 
AIOC position and latter's unwillingness discuss, even tentatively, 
relative participation by others 

5. Group felt that nature of agreement to be negotiated with Iran 
constituted matter of utmost importance. Effective operating man- 
agement of producing and refining facilities by industry off-taking 
group believed absolute necessity in view (a) extremely large in- 
vestment by industry necessary rehabilitate and make possible fi- 
nancial advances Iranian Government pending full scale operation, 
and (b) dependence of marketing organizations upon steady, reli- 
able and efficient operation, with high degree quality control re- 
fined products. if commitment for large volume off-take anticipat- 





‘Hoover cabled the Department on Dec. 1* that the British were determined to 
pursue this course of action, but he was confident if the British appraised the Irani- 
an situation fairly, they would discover that the AIOC woulda only be able to return 
to Iran in a minor capacity ‘Telegram 2679, ®®S 2553/12-1853) 
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ed. Furthermore, unless development of series of situations similar 
Iran to be avoided in other countries Middle East, South Africa and 
East Indies, additional details of agreement must not be better 
than most liberal instances elsewhere. 

6. Proposal for participation by IBRD considered and, while no 
firm conclusion reached, general consensus was that workable solu- 
tion probably attainable if political situation in Iran demanded 
such form of approach. 

7. American participants in meeting voiced readiness to consider 
any constructive solution if requested to do so by US Government, 
though not anxious participate from commercial standpoint in view 
adequate sources supply elsewhere. Plans made for working group 
reassemble early January when decisions by HMG and AIOC based 
upon own reports from Iran would permit more realistic approach. 

®. Industry members felt, notwithstanding nebulous nature of 
AIOC position, that considerable progress was accomplished in as- 
sessing economic, political and technical aspects of problems in 
Iran and in general outlining procedures necessary reach a final 
solution. 

BUTTERWORTH 


No. 398 


Editorial Note 


On December 23, the National Security Council, at its 177th 
meeting, listened to a report by Vice President Nixon on his trip to 
the Far East, South Asia, and Iran. With regard to the situation in 
Iran, the Vice President made the following statements: 


“During our visit to Iran, I formed a high opinion of Zahedi. He 
is a strong man. He said an interesting thing: ‘As you look toward 
Persia, don’t treat us as beggars, but as respectable relatives who 
have come on hard days.’ | think the Shah is beginning to have 
more guts. We talked about putting young people in positions of 
power. If the Shah would lead, things would be better. He said to 
me, ‘When the oil thing is settled, I will lead.’ 

“We have one of our finest Ambassadors in Iran—Loy Hender- 
son. So far as the oil situation is concerned, the cartel suit must be 
dropped, or a way found to postpone the suit or get us out of the 
situation. Loy Henderson talked about prices and stabilization, and 
said that if the private companies won't stabilize prices then the 
— must. If not, the stable countries may go down the 

rain. 

“The other problem in Iran is the problem of the British. They 
should get on the team out there. The Iranians are being extremely 
tolerant and liberal, and the British are showing the same intransi- 
geance as always. Henderson is privately very pessimistic about a 
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settlement in Iran unless somebody topside in Britain puts the 
SCrews on. 

“if we don’t get a settlement it will cost us a hundred to a 
hundred and fifty million per year as long as the oil thing is unset- 
tled. We must either settle it or else. I think that if the oil situa- 
tion can be settled, chances for real progress in Iran are remarka- 
ble. Now that Mossadegh is out of the way things should be a lot 
better.” Memorandum of discussion; Eisenhower Library, Eisen- 
hower papers, Whitman file) 


No. 399 
Vist’ 


Memorandum by the Assistant Secretary of State for Near Eastern, 
South Asian, and African Affairs (Byroade/ to the Secretary of 
State 


SECRET WASHINGTON, December 23, 1953. 
Subject: Future Aid to Iran. 

Attached (Tab A) is a summary of the main points in a memo- 
randum containing the tentative views of Ambassador Henderson 
on future aid to Iran. The memorandum was transmitted under 
cover of a letter from the Ambassador to Vice President Nixon.' 

It might be helpful for you to read this before the NSC discussion 
of Iran this week.? 


Tab A 


SECRET 
Unitep States Aip To IRAN 


1. Emergency Financial Aid. The following contingencies will 
face us in March or April 1954 when US emergency aid to Iran is 
exhausted: 


(a) An oil settlement concluded within the next few months. In 
such an eventuality, the Iranian Government will need extraordi- 
nary financial assistance to tide it over until large quantities of oil 
begin to flow. We should be prepared to extend to tn $15 to $25 
billion for this purpose. 

(b) No oil settlement, the fault lying in our judgment with the 
British. If the Iranian Government shows what we consider to be a 


‘Not found in Department of State files 
*Presumably a reference to the 177th meeting of the National Security Council on 
Dec. 23, see supra 
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reasonable attitude but agreement is prevented by unduly harsh 
demands on the part of the British, we will have to decide whether 
to continue aid or face the consequences of the fall of the Zahedi 
Government. In such an eventuality we shovld support the non- 
communist elements in Iran, furnishing not less than $5 million 
monthly (a rough estimate) in order to permit the Iranian Govern- 
ment to meet essential expenditures. 

(c) Settlement delayed for technical reasons due to no fault of the 
British or Iranians. With the best of intentions on both sides, the 
factors involved are extremely complex and settlement may not be 
concluded until US emergency aid is exhausted. In such an eventu- 
ality our emergency aid program should be extended on a tempo- 
rary basis, providing $5 to $6 million per month for several 
months. 

(d) No oil settlement, the fault lying in our judgment with the 
Iranians. Should emotional public opinion in Iran force the Iranian 
Government to make demands which are unacceptable to the Brit- 
ish and which we would consider unreasonable, it is unlikely that 
we would support Iranian intransigence by continuing emergency 
aid even though its cessation might result in the collapse of Iran 
and its fall under communist control. 


2. The Regular FOA Technical and Economic Assistance Pro- 
gram. Point 4 is now widely appreciated, and its regular program 
should be continued at the current level in the next fiscal year—no 
less than $24 million, and FOA should transfer as many of its pro- 
grams as possible to Iranian Government apparatus so that by 
June 1955 the Iranian Government will have assumed the responsi- 
bility for continuing much of what FOA is doing in Iran. This rec- 
ommendation is based on the assumption that there will be an oil 
settlement before June 30, 1954. 

3. Military Assistance. The US should decide on a policy of en- 
deavoring to strengthen the Iranian army so that it might have ca- 
pabilities of delaying for at least a limited period the advance of 
Soviet troops across the country. Leaving aside the needs of the Air 
Force, it is understood that the cost to the US of carrying out this 
policy would be considerably less than $10 million during the re- 
mainder of this fiscal year and less than $35 million during the 
next fiscal year. The adoption of this policy would strengthen the 
will of the Iranian army and of the Iranian people to resist commu- 
nist pressure on Iran. 
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No. 400 
) 418" 12 9008 Telegran 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET TEHRAN, December 30, 1953—10 a. m. 
PRIORITY 

1414. Noforn. In his limited contacts with Iranian officials and 
public British Charge Denis Wright has thus far made excellent 
impression. In our opinion he has exercised good judgment by 
going about his tasks of opening Embassy und establishing contacts 
with Iranian authorities and diplomats in quiet unostentatious 
manner. Rountree and Melbourne this Embassy among those who 
met British Chargé and party when they arrived Tehran Airfield 
December 22. At airfield Wright made short friendly statement to 
press which was well received. 

2. During lunch with Swiss Minister, Wright and Rountree at 
residence December 23, I had brief private talk with Wright who 
told me he seeing Foreign Minister next day. In confidence Wright 
told me he expected during first substantive interview with For- 
eign Minister to ask whether it would be possible for AIOC to come 
back to Iran. He thought he knew in advance what answer would 
be. Nevertheless necessary go through motions. Wright told me 
later his call on Foreign Minister on December 24, during which 
Swiss Minister present was merely of protocol character. It was 
agreed at that time that the Foreign Minister would summon him 
later to discuss substantive matters. On morning December 27 For- 
eign Minister told me he had received impression during his talk 
with Wright that latter would probably prefer not discuss oil until 
he had had opportunity obtain better feel of situation. Foreign 
Minister therefore did not intend ask Wright to cal! again until 
early January. | told Foreign Minister I sure he had misunderstood 
Wright who I| thought extremely anxious begin exploratory talks 
Foreign Minister after consulting engagement book said he would 
call Wright in for first talk morning December 29. | understood 
from Wright evening December 28 appointment had been made. 

3. | invited officers British Embassy yesterday evening to Embas- 
sy residence to meet key members Embassy staff. We anxious to do 





‘Also sent to London 
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everything possible to cooperate and maintain relations at all 
levels of mutual confidence. 


HENDERSON 


No. 401 


} en tere Loeterars  bleweetyPrcoowe? poepeers Who 


Memorandum of Discussion at the 178th Meeting of the National 
Security Council, Washington, December 30, 1953" 


TOP SECRET EYES ONLY 

Present at the 178th Council meeting were the Secretary of 
State, presiding; the Acting Secretary of Defense; the Director, For- 
eign Operations Administration; the Director, Office of Defense Mo- 
bilization. The President and the Vice President did not attend be- 
cause of their absence from the city. Also present were the Acting 
Secretary of the Treasury; the Attorney General (for Items 3 and 
4); the Secretary of the Navy; the Director, Bureau of the Budget; 
the Under Secretary of the State; Assistant Attorney General 
Barnes (for Items 3 and 4); the Assistant Secretary of the Air 
Forces; Gen. Twining for the Chairman, Joint Chiefs of Staff; the 
Director of Central Intelligence; the Assistant to the President; 
Robert Cutler and C. D. Jackson, Special Assistants to the Presi- 
dent; Robert Amory, Jr., Central Intelligence Agency (for Item 1); 
the NSC Representative on Internal Security (for Item 4); the As- 
sistant White House Staff Secretary; the Executive Secretary, NSC; 
and the Deputy Executive Secretary, NSC. 

There follows a summary of the discussion at the meeting and 
the main points taken. 

|Here follows discussion of items | and 2, significant world devel- 
opments affecting United States security and NSC 176.) 


3. United States Policy Toward Iran (NSC 175 and Annex to NSC 
175)" 

Mr. Cutler sketched the background of the statement of policy 

contained in NSC 175, and noted several disagreements as to the 











‘Drafted by Gleason on Dec. 31 

NSC 175, “United States Policy Toward Iran’, and the Annex to NSC 175, enti- 
tled “Certain Problems Relating to Iran’, along with appropriate cover sheets and a 
background note dated Dec. 21, from James S. Lay, Jr., Executive Secretary of the 
National Security Council, were circulated to members of the NSC, the Secretary of 
the Treasury, the Atterney General, the Director of the Bureau of the Budget, the 


Continued 
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correct courses of action. He further pointed out the comments of 
the Joint Chiefs of Staff, which in some instances dealt with the 
split views. 

After certain minor revisions had been agreed upon, Mr. Cutler 
pointed to the first important difference of view, which involved 
paragraph 15-c and the issue of unilateral action by the United 
States to assist Iran in the event of a failure by the British to 
reach an agreement on the oil problem.* 

Secretary Dulles pointed out that the major issue in paragraph 
15-c was whether the United States should follow a line of action 
independent from the UK in the achievement of the oil settlement. 

Secretary Smith added that the State Department was strongly 
opposed to this proposal by the Defense Department. It was, 
indeed, the only unacceptable feature in an otherwise excellent 
paper. In the first place, Secretary Smith insisted that it was im- 
practical to attempt to secure an oil settlement without British co- 
operation. Secondly, the State Department was opposed to the 
choice of any arbitrary date, such as the first of July, 1954, to inau- 
gurate independent action to reach an oil settlement. All in all, the 
State Department preferred its own version of paragraph 15-c.* 

Mr. Tuttle, the Acting Secretary of the Treasury, informed the 
Council that he had discussed this very issue with Secretary Hum- 
phrey on the previous evening. The latter had made it very clear 
that he was opposed to waiting even as long as July 1, 1954, to take 
independent action in the event that the British and Iranians did 
not reach an amicable settlement. He preferred a much shorter in- 





Chairman of the Joint Chiefs of Staff, and the Director of Central Intelligence for 
their consideration on Dec. 2). (S/S-NSC files, lot 68 D 351, “NSC 175-Memoranda’) 

*Paragraph 15-c in NSC 175 reads as follows 

“ec. If no such settlement has been arranged by July 1954, be prepared [insofar as 
practical)* to take independent action with Iran, in order to bring about a sufficient 
resumption of revenues from its oi] resources to terminate the need for US. emer 
gency economic assistance.” (S/S-NSC files, lot 63 D 351, “NSC 175-Memoranda”) 

A footnote following the asterisk in the source text reads as follows: “The Defense 
and JCS Members propose deletion ” 

*According to a memorandum dated Dec. 29 from Jernegan to Secretary Dulles, 
the Department's substitution for paragraph |5-c reads as follows 

“lf such a settlement has not been reached in an reasonable period of time, 
review US. policy toward the problem in the light of circumstances then existing.” 

In addition, the Department objected to the Department of Defense version of this 
paragraph because a) the Department believed it unwise to make such an advance 
comm, tment in the complicated and fluid Iranian situation, b) the contingency fore- 
seen implied British failure to reach a reasonable agreement with the lranians 
when the Iranian internal political situation could well be a factor in disrupting oil 
negotiations; and c) it was questionable if arrangements could be made for sales of 
Iranian oi] “sufficient to terminate the need for US. emergency economic aid” in 
the absence of an amicable liquidation of the oil controversy. (S/S-NSC files, lot 63 
D 351, “NSC 175-Memoranda’) 
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terval before taking independent US. action to get Iranian oil flow- 
ing again. 

Secretary Dulles then suggested that it would be advisable to 
select an earlier date for reconsideration by the Council of a deci- 
sion to take an independent line of action, but expressed himself as 
strongly opposed to a decision by the Council at this time to take 
independent action at any specified date. He went on to point to 
the Egyptian negotiations as indicating the great difficulty which 
would confront the United States if it chose to pursue a policy in 
Iran which might involve a break with the United Kingdom. We 
would be faced, said Secretary Dulles, with the same kind of diffi- 
culty if we tried this course of action in Iran. He pointed out that 
he was not insisting that we shouldn't “go it alone” in Iran, but the 
grave question of whether or not to play along with the British in 
the Middle East was much too serious a decision for the Council to 
take now, particularly in the absence of the President. Secretary 
Dulles again recommended that the Council take up the issue of in- 
dependent action on April 1, and try to reach a decision at that 
time. 

Governor Stassen observed that in recent months we had 
achieved some limited success in our efforts to stabilize the Iranian 
economy, despite the small amount of aid we had actually given 
them. Such success as we had obtained, thought Governor Stassen, 
was largely due to anticipation by the Iranians that an oil settle- 
ment would presently be achieved. If, however, the lranians ever 
reached the point of being convinced that no such settlement is in 
the offing, deterioration of stability would set in very rapidly. Fur- 
thermore, said Governor Stassen, we in FOA are inclined to believe 
that if it should prove necessary to provide further financial assist- 
ance to Iran, this assistance should take the form of a loan rather 
than a grant. In any case, if a settlement of the oil controversy was 
delayed beyond April or May of next year, the United States would 
be risking the loss of all the stability which it has built up thus far 
by its assistance to Iran. These considerations, concluded Governor 
Stassen, should be set over against the irritation of the British if 
we were to pursue an independent course of action in Iran. 
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Secretary Dulles replied that this thought perhaps was inherent 
in our policy papers, but he thought it would be desirable if the At- 
torney General would look into the whole matter. All our planning 
would be more realistic if the Attorney General found himself in 
the position of advising the President that a UN resolution, for ex- 
ample, was sufficient to permit the President to order military 
action in Korea, Indochina, etc., etc. 

The Attorney General commented that by coincidence this very 
issue had come up in a discussion in the Department of Justice 
only yesterday. The Attorney General thought that the issue ought 
to be raised for discussion in the National Security Council. 

After agreement had been reached that the Attorney General 
should study and report on this matter, Mr. Cutler reminded the 
Council that no discussion of U.S. policy toward Iran would be com- 
plete if it ignored the problem which was raised by the current 
anti-trust suit against the American oil companies in connection 
with Iranian oil. He therefore suggested, after summarizing prior 
Council action on this matter, that it would be desirable for the 
Council to discuss briefly the problem of the anti-trust suit, par- 
ticularly in view of the remarks made by the Vice President on 
this subject at the last Council meeting. 

Secretary Smith pointed out that while the State Department as 
yet had not received the details as to the discussions which Mr. 
Herbert Hoover, Jr.. had had in London with the British Govern- 
ment and with the AIOC officials, it seemed already clear that 
there were two major problems involved in achieving a satisfactory 
oil settlement. The first of these was the problem of reasonable 
compensation to the Anglo-Iranian Oil Company. The second was 
that of a consortium replacing AIOC to market Iranian oil. The 
prospect of the conscrtium to market Iranian oil, continued Secre- 
tary Smith, inevitably brings the cartel suit to the foreground, be- 
cause the American members of such a consortium would almost 
certainly include the big vil companies now charged with violations 
of the anti-trust laws. 

The Attorney General stated that approval by the Council of 
NSC 175 amounted to adopting a policy in the interest of national 
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security which was contrary to the anti-trust laws of the United 
States.* 

Secretary Smith and Secretary Dulles agreed that this was sub- 
stantially if not literally correct 

The Attorney General went on to point out that there were two 
phases to settlement of the Iranian oi! problem. First, the phase of 
discussion or consultation now in progress, and second, the phase of 
execution of the plans which flowed from these consultations. The 
provisions of the Defense Production Act * safeguarded those in- 
volved in the first phase from charges of violating the anti-trust 
laws. The second phase, implementation of the plans, would, how- 
ever, almost certainly involve violation. So far as he could see, said 
the Attorney General, it would prove necessary to go to the Con 
gress for legislation to provide relief Such legislation might be spe- 
cifically directed toward the problem of the oil companies and Iran, 
or more broadly to all U.S. companies doing business outside the 
United States. Whichever course was chosen, however, would cer- 
tainly involve great difficulties with the Congress, which would 
seize on the issue as a political football 

The National Security Council: ' 

a. Adopted the rtatement of policy on the subject contained in 
the reference repoi., subject to the following changes 


(1) Page 2, paragraph I-d: Delete “to disrupt the free world pat- 


tern of petroleum production and marketing’ 

(2) Page 5, paragraph 8-c: Delete “the method employed by” 

(3) Page 7, paragraph 14: Insert, after “internal security”, the 
words “and providing some resistance to external aggression, 

(4) Page &, paragraph 15 


(a) Revise subparagraph c to read as follows 


“ec. If such a settlement has not been reached by April 1, 1954, 
review U.S. policy toward the problem in the light of circum. 
stances then existing, including giving consideration to 
taking independent action with Iran, in order to bring about 
a resumption of revenues from its oil resources as a stabiliz 
ing influence in the Government of Iran tending to obviate 
the need for U.S. emergency economic assistance. 


(b) Add a new subparagraph d to read as follows 


‘For documentation regarding the development of US policy regarding the appl: 
catality of antrtirust laws to international petroleum companies, see vol 1 Part 2 pp 
L259 ff 

*The Defense Production Act of 1950, as amended, was signed into law on Sept * 
1950, as PL. 81-774: for text, see 64 Stat. 79% 

'Paragraphs a-d, were adopted verbatim as NSC Action No 998 (S/S-NSC (Mie 
cellaneous) files, lot 66 D %, “Record of Actions by the NSC, 193 

President Eisenhower subsequently approved NSC 175 and its Annex, as amend 
ed. For text of NSC 5402, see Document #5 
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“d. In implementing actions under b or c above, seek to avoid 
establishing any precedent which would adversely affect 
United States interests in Middle East resources.” 


(5) Page & paragraph 16: Insert, after “economic aid”, the words, 
“preferably in the form of loans,” 

(6) Page 9. paragraph 1%-a: Insert, after “provide”, the word 
“some” 

(7) Page 12, paragraph 27: Revise as follows 


b. Discussed the comments of the Joiat Chiefs of Staff regarding 
the Annex to NSC 175, and agreed 


(1) That the comments regarding Part 3 of the Annex should be 
inserted as new paragraphs after paragraph 5 on page 14." 

(2) To refer the comments regarding Part 4 of the Annex back to 
the Joint Chiefs of Staff for reconsideration in the light of the 
Council discussion.* 


c. Agreed to recommend that the President request the Attorney 
General to make a study, and report to the National Security 
Council, with reference to the constitutional authority, either with 
or without Congressional! action or United Nations authorization 
for the use of U.S. forces in reacting promptly to aggression seri 


ously threatening US. security in Korea or elsewhere 

d. Discussed the relation of a settlement of the Anglo-lIranian oil 
controversy to United States anti-trust laws 

Note: NSC 175, as amended and approved by the President, sub- 
sequently circulated as NSC 5402 and referred to the Operations 


"In the Annex to NSC 175, paragraph 5 of Part 3 reads 
5. it should be noted here that at the present torme the LS has ho commitment t 
empioy US. forces in lran If tt » found necessary for the US te prowde military 
forces mm this area, implementation will require erther an augmentation of LS 
forces or a reduction of present military commitments eleewhere SS NSé 
lot 63 D 351, “NSC 175-—Memoranda 

*According to an undated, unattributed Department of State memorandum. the 
JCS also wished to have the following comments wnchuded wm Part 4 of the Annex to 
NSC 175 

‘l) There are many political and religious differences within the Middle East 
which may militate against really effective cooperation among Turkey, Pakistan 
and Iran. The feeling is that Iraq will maintain a position of benevolent neutrality 

(2) The Turkish forces have commitments to NATO which would prevent any 
substantial diversion of troops to help Iran. Any participation in the defense of Iran 
by Turkish forces would require, among other things, a reorientation of the Turkish 
effort as now conceived and probably an mcrease in planned Turkish strength 

(3) At present, the limited combat effectiveness of Pakiwtans forces precludes 
their use other than for the defense of theur homeland 

(4) The many weaknesses of the Iranian Army. including the low level of educa 
tion, inept leadership, cumbersome systern of command, supply and administration 
and inadequate training, cannot be eamly overcome Considerable time will be 
needed to obtain any major increase in combat effectiveness (S/S-NSC files, let 63 
D 351, “NSC 175-Memoranda 
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Coordinating Board as the coordinating agency designated by the 
President. The recommendation in c above subsequently approved 
by the President 
‘Here follows discussion of items 4-4, internal security legisla- 
tion, United States civil administration in the Ryukyu Islands, and 
United States objectives and courses of action in Korea. | 
S. Everett GLeason 


No. 402 


Memorandum by the Special Assistant to the President for National 
Security Affairs (Cutler to the Secretary of State’ 


TOP SECRET WasHincTon, January 4, 1954 
On January JZ. 1954, | briefed the President in Augusta on the 
matters cowered at the Meeting of the National Security Council on 
December 90, 1953 
2. Included in my account of the discussions relative to Iran, | 
said that the following points were made 


a. The prospect of the consortium (replacing AIOC) to market 


Iranian oi! inevitably bring the cartel suit to the foreground, be. 
cause the American members of the consortium would almost cer- 
tainly include the big oi! companies now charged with violations of 
the anti-trust laws 

b. Approval of NSC 175 amounted in substance, though not liter 
ally, to adoption of a policy in the interest of national security 
which is contrary to the anti-trust laws of the United States 

c. There were two phases to settlement of the Iranian oil prob 
lem: (1) The phase of discussion or consultation now in progress, 
and (2) the phase of execution of plans. The Defense Production 
Act® safeguarded those involved in the first phase from violation of 
the anti-trust laws. The second phase, implementation of plans, 
would almost certainly involve violations. Hence it would be neces- 
sary to go to Congress for legislation to provide relief 

d. Such legislation might be specifically directed toward the prob 
lem of the oi! companies and Iran or more broadly to US. compa. 
nies doing business outside the United States 


}. The President speculated for some time about the best proce- 
dure to follow in seeking to protect the national security by getting 
Iran on its feet through a resumption of oi] operations. He made 
these points relative to the probable necessity of working out this 


\ wy of this memorandum was sent te the Attorney Crenera! 
Seve spru 
Reference um to the Defense Production Act of 1950, as amended 
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problem through a consortium: (1) the President should have power 
to lay down conditions which would protect consumers; (2) would it 
be possible to deal with the problem: through a treaty’ (3) probably 
the best mechanics would be for the State Department to get to 
gether with the Foreign Affairs Committee and request the law as 
matter of primary concern to the nationa!l security, a procedure 
which he felt would be a better strategy than to have the request 
come up, as a legal matter, from the Attorney General 
He suggested that you and the Attorney General might wish to 
discuss this point together 
Rosext CUTLER 


No. 103 


Statement of Policy bv the National Security Council’ 


TOP SECRET WasninctTon, January 2, 1954.) 
INSC 5402) 


Unrrep States Pourcy Towarp [Ran 
GENERAL CONSIDERATIONS 


1. It is of critical importance to the United States that Iran 
remain an independent nation, not dominated by the USSR. Be- 
cause of its key strategic position, oi! resources, vulnerability to 
intervention or armed attack by the USSR, and vulnerability to po 
litical subversion, Iran must be regarded as a continuing objective 
of Soviet expansion The loss of Iran, particularly by subversion, 
would 


a. Be a major threat to the security of the entire Middle East, as 
well as Pakistan and India 

b. Increase the Soviet Union's oi! resources for war and its capa- 
bility to threaten important free world lines of communication 

c. Damage United States prestige in nearby countries and with 
the exception of Turkey and possibly Pakistan, seriously weaken, if 
not destroy, their will to resist communist pressures 


NSC Executive Secretary Lay corculated thw statement and the NSC Staff Study 
along with a cover sheet and a backgrownd note dated Jan 2, to members of the 
NSC the Secretary of the Treasury, the Atternew General, the Director of the 
Rureaw of the Budget. the Chairman of the Jowt Chiefs of Staff. and the Director of 
Central Intelligence notifying them that President Eisenhower on Jan. 2, 1954, had 
approved the statement of policy contained in NSC 175 and ite Annes as amended 
and adopted by the NSC. and that NSC 5402, “United States Policy Toward Iran 
superseded NSC 1 
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d. Permit the communists to deny Iranian oil to the free world, 
or alternatively to use Iranian oil as a weapon of economic war- 
fare 

e. Have serious psychological impact elsewhere in the free world 


2. Due to the events of mid-August, 1955, there is now a better 
opportunity to achieve US. objectives with respect to Iran. The 
Shah's position is stronger and he and his new Prime Minister look 
to the United States for counsel and aid. Some Iranian leaders now 
seem to realize that Iranian oil is not vital to the world and that it 
must be sold in substantial quantities if Iran is to achieve stability 
There is accordingly a possibility for the United States to help 
bring Iran into active cooperation with the free world and thus 
strengthen a weak position in the line from Europe to South Asia 
An essential step in this direction is the receipt by Iran of substan- 
tial revenues from its oil resources. In the absence of such reve- 
nues, Iran will be dependent on external assistance which, if doled 
out only in minimum quantities to meet emergencies, will do little 
to create real stability, permit development or avoid future emer- 
gencies 

3. If the Shah cooperates, the Zahedi Government should be able 
to stay in power for some time. However, the Government is con- 
fronted with many serious problems, springing primarily from the 
basic changes taking place in Iranian society Zahedi must cope 
with the Majlis, composed of heterogeneous groups, motivated by 
self-interest, upon whose support the enactment of essential eco- 
nomic and social legislation will depend. The communist and other 
opposition groups will continue to pose a threat. The problem of 
Mossadegh must be solved Zahedi's position is also threatened by 
the Shah's inherent suspicions of any strong Prime Minister. Any 
non<communist successor governmerit would encounter similar dif- 
ficulties 

4. The United States now has an opportunity to further its na- 
tional objectives with respect to Iran by: (a) facilitating an early oil 
settlement leading to substantial oi] income from (for) Iran at the 
earliest possible date, (b) technical assistance and economic aid; (c) 
US. military aid 


Importance of an Oil Settlement 


5. The Iranian economy ‘s basically dependent upon agriculture 
Despite revenues from the oil industry, the great majority of the 
Iranian people have lived in poverty. However, if it receives sub- 
stantial revenues from the renewed operation of its oil industry on 
a sound basis, Iran should be in a position to establish a self-cup- 
porting, stable government, and carry out much-needed economic 
and social welfare programs. Without such revenues from the re 
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newed operation of its oil industry, the Iranian Government will 
proceed from crisis to crisis, thereby greatly increasing both Tudeh 
Party opportunities to cause disorder or to infiltrate the govern- 
ment, and pressures on the United States for substantial aid. Even 
if Iran again receives oi! revenues, there will be the continuing 
problem of insuring their application to programs of permanent 
value, and minimizing corruption. 

6. In recent months some progress has been made in clarifying 
the positions of Iran and the UK toward a settlement. The resump- 
tion of UK-Iran diplomatic relations removes one obstacle to a set- 
tlement. However, the Iranian Government will continue to fear 
public reaction to any apparent concessions, and the British may 
be reluctant to accept necessary terms. 


Economic Aid 


7. In September 1953, the United States granted emergency as- 
sistance of $45 million to permit the Zahedi Government to meet 
the operating deficit inherited from the Mossadegh regime and to 
initiate essential monetary reforms. This aid is believed sufficient 
to carry the regime until May or June of 1954. 

8. Until the oil revenues become substantial, emergency aid in 
some form will have to be continued and may have to be increased. 
In considering the timing and extent of such aid, the following fac- 
tors must be kept in mind: 


a. Too long a delay in the institution of economic and social re- 
forms in Iran may make it impossible to seize the opportunity pre- 
sented by present circumstances to increase Iran’s political stabili- 
ty and economic health. 

b. Granting of other than emergency aid prior to an oil settle- 
ment may make Iran less interested in coming to an early settle- 
ment and at the same time harm our relations with the UK. 

c. The timing and extent of U.S. aid to Iran should not be such as 
to encourage other nations to emulate Iran in nationalizing her oil 
resources. 

d. While the present government of Iran has shown itself to be 
favorably disposed to seek an early settlement of the oil dispute, 
too great or too obvious pressure from the outside may, because of 
internal political reasons in Iran, have the opposite effect. 


9. In addition to emergency aid, the United States has a limited 
technical and economic assistance program for Iran of approxi- 
mately $23 million for FY 1954. Even when substantial oil reve- 
nues are realized, it will be desirable to continue limited technical 
assistance to Iran for a number of years. Insofar as such assistance 
may effectively be provided through international or private agen- 
cies, local fears of U.S. imperialism will be minimized. 
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Military Aid 

10. Iran has thus far received approximately $46 million in mili- 
tary aid from the U.S., and an additional $58 million is currently 
programmed. Inadequate training, maintenance and supply capa- 
bilities, and low caliber personnel restrict Iran's ability to absorb 
U.S. military equipment, even at the present rate of delivery. At 
present, the Iranian armed forces are capable of maintaining inter- 
nal security against any uprising short of a nation-wide tribal 
revolt. It is possible that Iran will, in perhaps one or two years, be 
willing to move in the direction of regional security arrangements, 
assuming: (a) an early oil settlement; (b) continuation in power of a 
government friendly toward the West, which has the Shah's and 
widespread public support; and (c) a steady increase in the capabil- 
ity of the Iranian army. Iranian forces may be able to improve 
their capability for guerrilla and limited mountain operations, al- 
though it is unlikely that they could in themselves become capable 
within the foreseeable future of effectively delaying a strong Soviet 
thrust toward Iraq or the Persian Gulf. A !ong-range program of 
improving the Iranian armed forces should be related to the 
progress made toward effective regional defense plans which will 
provide Iran, in case of attack, with military assistance from adja- 
cent states. 

11. However, military aid to Iran has great political importance 
apart from its military impact. Over the long term, the most effec- 
tive instrument for maintaining Iran’s orientation toward the West 
is the monarch |monarchy?|, which in turn has the Army as its 
only real source of power. U.S. military aid serves to improve 
Army morale, cement Army loyalty to the Shah, and thus consoli- 
date the present regime and provide some assurance that Iran’s 
current orientation toward the West will be perpetuated. 

12. Neither the solution of the oil problem nor U.S. moral and 
financial support for Iran should be viewed as panaceas, but rather 
as measures which may permit Iran to achieve a condition of sta- 
bility in which some modest progress may be made by Iran toward 
the working out of its own underlying problems. However, it should 
be recognized that physical execution of an economic development 
program, itself a time-consuming process, will be hampered by (1) 
lack of qualified Iranian administrative personnel, (2) the opposi- 
tion of various vested interests, and (3) historically engendered sus- 
picion of the West. Iran’s long frontier with the USSR and the 
Soviet-Iranian Treaty of 1921 may affect the degree of Iranian co- 
operation, particularly military cooperation, with the United 
States. 
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OBJECTIVES 






13. An independent Iran free from communist control. 

14. A strong, stable government in Iran, capable of maintaining 
internal security, and providing some resistance to external aggres- 
sion, using Iranian resources effectively, and actively cooperating 
with the anticommunist nations of the free world. 








COURSES OF ACTION 






15. a. Assist Iran again to obtain substantial revenues from its oil 
resources. 

b. Assist in every practicable way to effect an early and equitable 
settlement of the oil controversy between the United Kingdom and 
Iran. 

c. If on June 1, 1954? such a settlement is still unachieved, and it 
appears likely that the negotiations will fail, review U.S. policy 
toward the problem in the light of circumstances then existing, in- 
cluding giving consideration to taking independent action with 
Iran, in order to bring about a resumption of revenues from its oil 
resources as a stabilizing influence in the Government of Iran tend- 
ing to obviate the need for U.S. emergency economic assistance. 

d. In implementing actions under b or c above, seek to avoid es- 
tablishing any precedent which would adversely affect United 
States interests in Middle East resources. 

16. Pending the time when Iran shall receive substantial reve- 
nues from her natural petroleum resources, provide emergency eco- 
nomic aid, preferably in the form of loans, as necessary to the gov- 
ernment of Iran, provided that it remains friendly to the U.S 

17. Continue limited technical and economic aid to Iran. Where 
appropriate utilize such private institutions and international orga- 
nizations as may provide technical assistance more effectively. 

18. In carrying out the courses of action in paras. 15, 16 and 17 
above, the United States should: 


a. Maintain full consultation with the United Kingdom. 

b. Avoid unduly impairing United States-United Kingdom rela- 
tions. 

c. Not permit the United Kingdom to veto any United States ac- 
tions which the United States considers essential to the achieve- 
ment of the objectives set forth above. 

d. Continue efforts to have the United Kingdom and Iran agree 
to a practical and equitable solution of the oil problem at the earli- 
est possible moment and, at the same time, have the United King- 
dom give full support to the Zahedi Government. 







































2No documentation has been found in Department of State files to explain the 
change of date in paragraph 15-c from Apr. 1, 1954 (see footnote 4, Document 401), 
to June 1, 1954 
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e. Be prepared to avail itself of the authority of the President to 
approve voluntary agreements and programs under Section 708 (a) 
and (b) of the Defense Production Act of 1950, as amended. 


19. Provide United States grant military aid for Iran designed to: 


a. Improve the ability of the Iranian armed forces to maintain 
internal security and provide some resistance to external aggres- 
sion. 

b. Enhance the prestige of the monarchy and the morale of the 
Iranian Government and military services. 


20. The amount and rate of such military aid to Iran should take 
into account: 


a. The attitude of Iran with regard to this aid and with regard to 
political, economic and military cooperation with the free world, in- 
cluding Turkey, Pakistan, and possibly Iraq. 

b. Iran’s ability satisfactorily to absorb military equipment and 
training, and its willingness at an appropriate time to formalize 
necessary contracts for military aid and training. 


21. Encourage Iran to enter into military cooperation with its 
neighbors as feasible, and to participate in any regional defense ar- 
rangement which may be developed for the Middle East. 

22. Recognize the strength of Iranian nationalist feeling; try to 
direct it into constructive channels and be ready to exploit any op- 
portunity to do so, bearing in mind the desirability of strengthen- 
ing in Iran the ability and desire of the Iranian people to resist 
communist pressure. 

23. Encourage the adoption by the Iranian Government of neces- 
sary financial, judicial and administrative and other reforms, in- 
cluding provision for an orderly succession to the crown. 


25. In the event of either an attempted or an actual communist 
seizure of power in one or more of the provinces of Iran or in 
Tehran, the United States should support a non-communist Iranian 
Government, including participation in the military support of 
such a government if necessary and useful, and should attempt to 
secure additional support from other free world nations.* Prepara- 
tions for such an eventuality should include: 





‘At the present Lime the United States has no commitment to employ U'S. forces 
in Iran. If it is found necessary for the United States to provide military forces in 
this area, implementation will require either an augmentation of United States 
forces or a reduction of present United States military commitments elsewhere. 
[Footnote in the source text | 
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a. Plans for military support. 


c. Plans for UN action. 
d. Liaison with United Kingdom, to the degree deemed desirable, 
concerning each of these plans. 


26. In the event that a communist government achieves complete 
control of Iran so rapidly that no non-communist Iranian Govern- 
ment is available to request assistance, the position of the United 
States would have to be determined in the light of the situation at 
the time, although politico-military-economic discussions leading to 
plans for meeting such a situation should be carried on with the 
British Government and with such other governments as may be 
appropriate. In this contingency, the United States should make 
every feasible effort, . . . to endeavor to develop or maintain local- 
ized centers of resistance and to harass, undermine, and if possible, 
to bring about the overthrow of the communist government. 


FINANCIAL APPENDIX 


EXPENDITURES 
millions «f § 
PY py isis py isss FYI PY 4 ry is ry 19a 
Technical Assistance and 

Special Economic Aid. 0 19 19.7 24.6 32.9 29.0 23.0 

Emergency Aid............ . 0 0 0 0 0 870 % 
Mili Assistance® — — _- 45.9 34.5 25.6 12.2 
IE seicestenteceteosimen 0 49 19.7 705 1124 916 35.2 


NSC Starr Stupy ON CerTAIn ProspLems RELATING TO IRAN 
PREFACE 


1. Review of U.S. policy toward Iran has shown a need for de- 
tailed study of certain selected problems. NIE 102 “Probable Devel- 
opments in Iran Through 1954’,’ provides a timely study of the 





*On assumption that no net oil revenues will be realized. [Footnote in the source 
text.) 

‘On assumption net oil revenues are realized. In the absence of such revenue, 
emergency aid in some form will have to be continued. As a tentative estimatge this 
might amount to $50-55 million in FY 1956. [Footnote in the source text.| 

*Represents the value of end-items shipped plus expenditures for packaging, han- 
dling, crating, transportation, and training. [Footnote in the source text] 

"Document 387. 
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present political situation in Iran and the problems which Zahedi 
or any successor noncommunist Premier must face. This staff 
study is therefore confined to an analysis of six problems as fol- 
lows: 

Part 1, Survey of the Oil Problem 

Part 2, Report on the Economic Situation in Iran 

Part 3, The Strategic Importance of Iran 

Part 4, Support of the Iranian Armed Forces 

Part 5, Significance of Section 708(a) and (b) of the Defense 

Production Act of 1950, as Amended 
Part 6, Significance of the Irano-Soviet Treaty of 1921 


PART 1 
IRANIAN OIL PROBLEM 


1. It is important to settle the Anglo-Iranian oil dispute so that: 
(a) Iran may become self-supporting through receipt of substantial 
oil income; (b) an irritant in Iran’s relations with the free world 
may be removed; (c) the present pattern of international oil busi- 
ness is not damaged; (d) no precedent is set to the detriment of 
United States investment abroad. 

2. Any settlement must take into account a wide and complex 
range of economic and political factors involving Iranian, British 
and United States interests. 


Political Factors in Iran 


3. The political aspects of the oil situation in Iran are inextrica- 
bly bound up with the nationalization of the oil industry in 1951. 
The Iranians are convinced that the British used their position in 
Iran to influence internal affairs. They also believe that Iran did 
not receive a fair share of oil income. The matter became a politi- 
cal issue and was used by Mohamed Mosadeg and his nationalist 
followers to achieve power and drive the British oil company and 
government representatives from Iran. This movement was sup- 
ported by the majority of articulate Iranians and its success is 
treasured by most Iranians as a national victory over the powers of 
foreign imperialism. 

4. The fall of Mosadeq and subsequent attempts to discredit him 
and his close followers have not changed the general Iranian belief 
that nationalization of the oil industry was an important and nec- 
essary step forward for Iran. The Zahedi government, with some 
foreign assistance, has stressed with some apparent success the im- 
portance of turning this “victory” to some constructive use. Gov- 
ernment propaganda points out that oil remaining in the ground is 
of no value to the Iranian people. This propaganda does not attack 
the concept of nationalization. 
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5. There remain, therefore, two major political factors on the Ira- 
nian side which must be recognized: (a) public opinion holds strong- 
ly to the view that “national honor and integrity” require that any 
settlement of the oil problem be within the framework of the na- 
tionalization laws; (b) widespread suspicion of the British is so pro- 
found that it is most improbable that any contract providing for 
the establishment of a British-controlled organization in Iranian oil 
fields could now even be set up. 


Economic Factors Confronting Iran 


6. Without oil income or foreign aid, the financial position of the 
Iranian Government will be precarious. Indeed, maintenance of its 
oil industry in the absence of sales abroad presents a constant 
drain on the treasury. Oil revenues represented over half of the 
government's foreign exchange income and a third of its total 
income. There is no other source of revenue or foreign exchange 
available to the Iranian Government (except foreign aid) which can 
replace the great amounts available from a resumption of the Ira- 
nian oil industry on an efficient full-scale basis. 

7. A surplus of oil now exists in the Middle East and will contin- 
ue to exist for some time whether Iranian production becomes 
available or not. Proven oil reserves in Saudi Arabia, Kuwait and 
Iraq are sufficient so that any one of them could probably meet the 
total demand for Middle East oil entirely by itself, though perhaps 
with some difficulty. Certainly any two of these countries could do 
so without undue strain. This fact was totally unappreciated by 
Mosadeq, who clearly expected the world to beg for Iranian oil on 
his terms. The Shah and Prime Minister Zahedi have received con- 
siderable education in this regard and the government's propagan- 
da ministry is attempting to explain these facts to the Iranian 
public. 

8. Virtually all Middle East crude production on net balance, 
flows to Eastern Hemisphere markets. About 75 percent is con- 
sumed in Europe, while the rest is divided between Africa, the Far 
East, South Asia and the South Pacific. There is very little market 
in the Western Hemisphere, nor will there be for some years to 
come in view of the potential surpluses that exist in that region. In 
fact, if there should be any appreciable flow of Middle East oil to 
the United States within the next few years and especially if it is 
the result of price cutting in the Persian Gulf area, there unques- 
tionably would be severe economic and political repercussions in 
the Western Hemisphere. 

¥. It therefore follows that if appreciable production is to be at- 
tempted in Iran it must flow again into Eastern Hemisphere mar- 
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kets, and that no appreciable market will develop in the Western 
Hemisphere at least for some years. 

10. Almost all Middle Eastern crude oil and refined products are 
produced and marketed by seven large international oil organiza- 
tions. At least 90 percent of the ultimate retail distribution is han- 
dled by these companies, or their subsidiaries and affiliates. There 
are a few lesser companies who also distribute a minor amount of 
oil but they are not of appreciable size nor do they have large out- 
lets available. It is necessary for Iran to consummate some form of 
agreement with an entity which will include the major marketing 
companies, if an appreciable amount of Iranian oil is to flow to 
market. 

ll. The possibility of developing fresh distribution channels of 
importance outside those afforded by the larger companies does not 
exist for the following reasons: 


a. New private companies entering the international oil distribu- 
tion business in the esters Hemisphere would be at a hopelessly 
great disadvantage in competing in the present world situation 
with those companies which are already well established. 

b. Those few governments in the world which are endeavoring to 
operate their own refining and distribution systems offer an ex- 
tremely limited outlet for Iranian oil. 


It is estimated that the sum of these channels could not purchase 
as much as 100,000 barrels per day of Iranian oil. In many cases, 
particularly in dealings with foreign governments, income to Iran 
would have to be received on a barter basis and this would offer 
obvious disadvantages. Furthermore, a distribution policy based 
upon sales to a number of small private companies or to foreign 
governments would not be of a character which would guarantee a 
steady flow of oil. Under such conditions it would not be possible to 
operate wells or refineries in an effective, continuous or economic 
manner. 

12. If distribution can be obtained through the major companies, 
however, a volume of from 400,000 to 800,000 barrels per day could 
be achieved within approximately a two- or three-year period after 
resuming operations. This output is comparable to the average off- 
take of about 650,000 barrels per day which was reached prior to 
the shut-down in 1951. 

13. The refining situation in Iran presents a parallel condition to 
that which exists in crude oil production. The trend in recent years 
has been toward refineries located close to points of consumption 
rather than at sources of production. In many cases governments 
have forced this relocation of refineries either by direct legislation 
or by means of tariff differentials. In 1945, 82 percent of all the oil 
refined in the Eastern Hemisphere was processed in the Middle 
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East. By 1953 this volume had declined to 19 percent of the total. 
The European refineries in 1945 processed only 6 percent of this 
total, but by 1953 their proportion had risen to 63 percent. Large 
additional refining capacity is now under construction in Europe, 
South Asia, and the South Pacific. In every case these refineries 
are close to their consuming markets. 

14. The Abadan refinery, largest in the world, formerly had a 
through-put in excess of 500,000 barrels per day. Since the shut- 
down it has fallen into considerable disrepair, and an expenditure 
variously estimated from $30,000,000 to $60,000,000 will be required 
to place it back into partial operation. Even with a reduced 
through-put of 300,000 barrels per day a severe marketing and dis- 
tribution problem will be encountered. This will be especially true 
in view of the trend, already noted, of processing at points close to 
consumption rather than at the sources of production. The only 
outlet for such a large volume of refined products is through the 
combined marketing systems of the major oil companies operating 
in the Eastern Hemisphere. Furthermore, this refinery can be op- 
erated and managed most efficiently if it becomes an integral part 
of these distributing organizations. 

15. Since Iran does not have the marketing facilities or the re- 
sources to acquire them, it can only be considered as a supplier. As 
a supplier, Iran must compete with other Middle East sourc of 
petroleum in order that marketing companies, with which iran 
must deal as shown above, will not be penalized in shifting their 
requirements from their own sources in the Middle East to Iran. 

16. Before any sales agreement could be entered into, assurances 
would undoubtedly be required by any marketing company that 
there would be performance by the supplier in accordance with the 
strict standards of the industry. This requirement is generally in- 
terpreted by the industry to mean that there must be effective for- 
eign management of Iranian oil production. Techniques to accom- 
plish this, within the framework of the nationalization law, range 
from suggestions that the IBRD be an intermediate agent to consid- 
eration of the restoration of a foreign oil concession in Iran under 
some terms of contract with the National Iranian Oil Company. 

17. The existing net income, in the form of royalties and taxes 
received by various Middle Eastern countries, is at present approxi- 
mately from 70 to 80 cents per barrel. Saudi Arabia will receive a 
net income in excess of $200 million for the year 1953. Kuwait and 
Iraq are receiving proportional amounts dependent upon their 
actual production. Since Iranian oil must compete commercially 
with other Middle Eastern oil and no distributing company, capa- 
ble of handling substantial quantities of Iranian oil, could afford to 
pay Iran more for its oil than the cost to it of oil received from 
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other Middle Eastern countries, Iran can expect, with a volume of 
sales of 400,000 to 800,000 barrels daily, distributed through the 
large companies, to receive $100 million to $200 million each year. 
As the markets increase from year to year the income should grow 
proportionately. If, on the other hand, Iran chooses to sel] direct 
through some of the smaller outlets, with a production of approxi- 
mately 100,000 barrels per day, the annual net income would be 
only about $20,000,000. It is estimated that an annual net income 
of not less than $100,000,000 is required to maintain a stable econo- 
my in the country. 

18. The oil problem in Iran is not une of slowly building up the 
producing and refining facilities, with a correspondingly gradual 
entrance into the world’s market. On the contrary, in this instance 
one of the world’s largest producers and refiners of oil, with its fa- 
cilities already fully developed, must be put back into full oper- 
ation within the shortest possible period of time. There is not time 
to develop new marketing outlets or alternate systems of distribu- 
tion. The maximum possible quantity of oil and refined products 
must be injected immediately into the existing channels of distribu- 
tion, with corresponding cut-backs in other Middle Eastern produc- 
ing countries. 

19. The Government of Iran is therefore on sound economic 
grounds when it insists that any solution of the oil problem shall 
include all, or at least a majority, of the large international oil 
companies now operating in the Middle East. The Government also 
has excellent political reasons for adopting this policy. 

20. There are still further economic reasons for reaching such a 
decision. Without going into detailed figures, it is estimated that 
between $10,000,000 and $20,000,000 will be required to put the 
producing, pipeline, storage and loading facilities in Iran back into 
operation again. When added to the amount required to put the re- 
finery on stream, the total new investment will be probably be- 
tween $40,000,000 and $80,000,000. 

21. The financial situation of Iran is so critical, as noted above, 
that in the event an agreement can be worked out it will be neces- 
sary for the companies to make substantial advances to the Gov- 
ernment before vil shipments can reach appreciable levels. Such 
advances, to be repaid out of subsequent revenues, would have to 
be on the order of $7,500,000 to $10,000,000 per month, or at the 
approximate rate of $100,000,000 per year, and a guaranteed mini- 
mum revenue of at least the same amount annually would have to 
be included in any such agreement. It is estimated that the funds 
so advanced would reach a maximum of from $50,000,000 to 
$75,000,000 and that a period of from two to five years would be 
required for their repayment. The total investment required by the 
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oil industry, therefore, will probably be from $100,000,000 to 
$150,000,000. Only a combination of the largest units in the indus- 
try would have such capital available, and at the same time be abie 
to furnish the additional working funds to carry forward the oper- 
ations. 

22. A summary of the economic considerations listed above shows 
that any settlement must take into account the following: 

a. Large-scale operations are a necessity, involving the maximum 
possible production and the largest possible income to Iran. 

b. All major companies now operating in the Middle East should 
participate in order to achieve maximum off-take, facilitate the 
cut-back problem in other countries, minimize the future domina- 
tion by any one organization, and provide maximum diversification 
of market 

c. Iran's income must be not less than the highest received by 
other countries in the Middle East on a per barrel basis 

d. Settlement must not establish a precedent adversely affecting 
the presently established interuationsl of industry in a way inimi- 
cal to US. interests. 


Political Factors in Great Britain 


23. British officials have asserted that they would face a serious 
domestic problem if any settlement of the Anglo-lranian oil dispute 
reflected adversely upon British prestige. They have stated that 
their maximum concessions were stated in the February 20 propos- 
als, which Mosadeg rejected. 

24. Also for political reasons, the British insist that they cannot 
open negotiations with the Zahedi Government on the oil problem 
until after receipt of a report which they hope to have by January 
from their own diplomatic representatives in Iran 

25. The British have given assurances on a high level that they 
will not undermine the Zahedi Government while seeking an oil 
settlement and wil! move as rapidly as possible to achieve such a 
settlement on terms which will not be indefensible by Zahedi 
before the Iranian people. 


Economic Factors Affecting British Interests 


26. The British have only reluctantly entertained the idea that 
an international consortium would replace the AIOC as producer 
and marketer of Iranian oil. However, Sir William Fraser, Chair- 
man of the AIOC, has invited representatives of five major Ameri- 
can oil companies and of Shell to conversations in London regard- 
ing the establishment of such a consortium. 

27. The British have insisted that settlement of the oil dispute 
should not result in damage upon Britain's dollar position. They 
also insist upon payment of compensation either directly by the 
Iranian Government or through some contract arrangement with 
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the international consortium, for “the loss of their enterprise in 
Iran.” 

(Note: This problem is at present under active consideration by 
the British and Iranian Governments, while U.S. influence is being 
exerted primarily through persons of Mr. Herbert Hoover, Jr., Spe- 
cial Consultant to the Secretary of State on oil affairs, and of Loy 
Henderson, U.S. Ambassador to Iran. Although general lines of a 
settlement have been blocked out, no firm position has been taken 
on either side.) 


PART 2 
THE BOONOMIC SITUATION 


1. Iran's economy is basically agricultural. Some 80 percent of 
the people depend upon egriculture for their existence. The aver- 
age Iranian peasant is used to an extremely meager existence and 
has little to do with anything outside his village. The only import- 
ed commodity which is consumed in any quantity by the bulk of 
the Iranian people is sugar. During good agricultural seasons, the 
Iranian peasant eats a little more and eats a little better. During 
poor seasons he “pulls in his belt.” 

2. The loss of oil revenue (since nationalization of the o'! industry 
in the spring of 1951) has not greatly affected the existence of the 
peasants. The urban sector of the population, however, is more 
heavily dependent on imports and has been more seriously affected 
since, in the period immediately prior to the nationalization of the 
industry, lran was receiving about two-thirds of its total foreign ex- 
change revenue through the operations of the oi! industry 

3. The loss of revenue from the oil operations created a serious 
crisis for the Iranian Government since, directly or indirectly, it 
was obtaining very close to one-half of its total revenue from these 
operations. The bulk of Government expenditures represents salary 
payments which could not be readily reduced. In addition, it was 
politically necessary for the Government to assume the salaries of 
the former AIOC employees. As a result, reductions in Government 
expenditures since oil nationalization have not been substantial. 
For the most part, they have consisted of such “gestures” as the 
selling of office rugs and official automobiles. Laws were passed de- 
signed to increase tax revenues and make the tax burden more eq- 
uitable, but tax revenues have not been significantly affected. 

4. For the first year after the nationalization of the oil, the lrani- 
an Government made up for the loss of revenues from oil oper- 
ations primarily by selling foreign exchange, using $62 million of 
reserves and obtaining $8.75 million from the International Mone- 
tary Fund 
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5. By mid-1952, however, this source of funds was exhausted 
since, under the prevailing laws, the remaining gold and foreign 
exchange reserves of approximately $180 million had to be retained 
as cover for the currency. In this situation, Mossadeq compelled the 
Central Bank to issue additional rial notes, exceeding the limit set 
by statute. With this additional note issue, the Iranian Government 
paid its bills. 

6. During the period when the Government was meeting its defi- 
cit by selling foreign exchange, imports were maintained at some- 
thing approaching the normal level and no serious inflationary 
pressures developed. However, when the Government turned to the 
issuance of additional rial notes to meet its deficit, imports had to 
be cut 40 to 50 percent. With the amount of currency in circulation 
increasing and the goods available for use in economy decreasing, 
inflationary pressures developed rapidly and grew to serious pro- 
portions, although they were felt more slowly in the rural areas 

7. Thus, when the Zahedi Government came to power, it was 
faced with rapidly developing inflation, no means of fully financing 
minimum Government expenditures except by further inflationary 
measures, and inadequate supplies of foreign exchange to pay for 
necessary imports. 

8. In this situation the United States made available emergency 
aid in the amount of $45 million. The funds are being used: (a) to 
purchase sugar and other commodities for sale to the Iranian 
people for rials, (b) for direct sale of dollars to Iranian importers, 
again to produce rials for the Government, and (c) to serve as note 
cover for an additional issue of rial notes. The first two of these 
methods produce rials for the Government only to the extent that 
they can be absorbed by the foreign exchange market without 
interfering with sales of ordinary exchange receipts. It is anticipat- 
ed that this $45 million will permit the Iranian Government to 
meet its major budgetary needs, at least through the current Irani- 
an year which ends in March 1954, and perhaps until May or June 

9. The latest data regarding Iran's current financial operations 
indicate that the Government is incurring a budgetary deficit of 
about 400 million rials per month. Allowing for customary year-end 
bonus payments, this amounts to a deficit of about 5 billion rials 
per year. At the recently established rate of 90 rials to the dollar, 
this is the equivalent of about $55 million. In the absence of any 
change in the currency laws, the Iranian Government has no legal 
means of obtaining the rials to meet this deficit. By revising the 
legal basis for the currency issue, additional rials could be printed 
This would, however, add to the inflationary pressure and would 
not provide the means for financing increased imports 
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10. Iranian foreign exchange requirements and sources of foreign 
exchange are shown in the following table: 


Millboms of dollars 


20.1990 2 195! 


Imports 192 147 
Government expenses and noncom- 
mercial items 


Total requirements 


+ Same British railway settlement 

iscellaneous 

US technical and economic assist- 
ance program 

Foreign exchange reserves 


Total sources 
Residual Requirement for Emergency 
Aid 


11. On the basis of the above presentation, U.S. emergency aid at 
a rate of $50 to $55 million a year along with the continuation of 
the current technical and economic aid program ($23 million) 
would meet the minimum budgetary and foreign exchange require- 
ments 

12. This type of program would not provide the Government with 
financing for any economic development program other than that 
included in the present U.S. technical and economic aid program. 
The Zahedi Government has committed itself to a development pro- 
gram designed to raise the standard of living and reduce unemploy- 
ment. This program calls for an annual expenditure of 3.9 billion 
rials ($43 million) and there is a risk that any Iranian Government 
which does not begin to make good on these commitments cannot 
maintain itself in power. Insofar as the Government begins to 
carry out these commitments, it adds directly to the budget deficit 
which it must meet 

13. Furthermore, the Iranian Government may well be faced 
with the political necessity of extending wage increases and 
making other costly concessions which would further increase its 
rial requirements. This would of course also add to the budget 
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problem and, if undertaken, to present inflationary pressures 
which are already serious. 

14. It thus appears that if the technical and economic assistance 
program is continued at approximately the present $23 million 
annual rate, emergency economic assistance at a rate of at least 
$50 to $55 million a year will be required until the country again 
begins to receive substantial revenues from oil operations. As noted 
in paragraphs 12 and 13 this would not provide any margin to 
meet expenditures which might have to be undertaken as a result 
of political pressures. An additional $10 to $15 million may have to 
be made available in the current US. fiscal year. 

15. A special contingency fund of $45 million for the whole area 
of the Near East and Africa has been included in the FY 1955 
budget, some of which might be available for Iran in the event that 
substantial oil revenues are not flowing by that time. These funds 
would be additional to the technical and economic program which 
would be continued at approximately the current level of $23 mil- 
lion. 


PART 3 
STRATEGIC SIGNIFICANCE OF IRAN 


Importance to Defense of Middle East 

1. The strategic importance of the Middle East to the United 
States and its allies has been described in NSC 155/1.* .. . 

2. Iran constitutes a blocking position from which to oppose any 
Soviet operation launched across the Caucasus for the purpose of 
encircling Turkey, attacking the Suez Canal or seizing the Persian 
Gulf area. Because of its geographical location on the periphery of 
the USSR and its key position in relation to the other countries of 
the Middle East, Iran can offer valuable base sites, with logistic 
support provided from the Persian Gulf, for any allied attack 
which may be mounted against the USSR from the Middle East. 

3. Iran also constitutes a blocking position from which to oppose 
any Soviet operation aimed at depriving the free world of Middle 
Eastern oil resources. At the present time our allies in Western 
Europe are dependent upon Middle East oil resources. Unless ade- 
quate petroleum products are available for its essential require- 
ments, Western Europe is not defensible, our investment in its re- 
habilitation will be dissipated, and it will be lost and become a li- 
ability to the free world. It has been estimated that by 1975 Europe 
will be dependent upon the Middle East for at least 90% of its 





*For text of NSC 155/1, “United States Objectives and Policies With Respect to 
the Near East”, July 14, 1953, see vol. mx, Part 1, p. 399 
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peacetime crude oil—requiring imports of 3.7 million B/D. Like 
wise the United States, by 1975 will require peacetime imports of 
1.2 million B/D of Middle East crude oil (8.8% of total peacetime 
requirement). Therefore, unless the essential and greater allied 
wartime requirements, including those of the United States, can be 
met from other sources, provision must be made to insure the con- 
tinued wartime availability of the petroleum resources of the 
Southwest Persian Gulf area. It has been estimated that these re- 
quirements can be met by continued operations in the Kuwait and 
Saudi Arabian fields. The Allies must therefore deny to the Soviets 
those areas of Iran from which the USSR can launch air or ground 
attacks designed to prevent Allied oil production in Kuwait and 
Saudi Arabia. 

4. For these reasons Iran is of great strategic importance in the 
forward defense of the western Mediterranean and Persian Gulf 
areas. 

5. It should be noted here that at the present time the U.S. has 
no commitment to employ U.S. forces in Iran. If it is found neces- 
sary for the U.S. to provide military forces in this area, implemen- 
tation will require either an augmentation of U.S. forces or a re- 
duction of present military commitments elsewhere. 

6. The line which would have to be defended in order to protect 
Turkey and Pakistan against Soviet invasion through Iran, al- 
though mountainous, is much too extensive to permit any effective 
defense by Iranian forces alone in the foreseeable future. 

7. The rugged terrain and lack of communications in this part of 
the Middle East make effective support of Iran extremely difficult. 


Importance to Russian Expansion 


8. There is a long historical record of Russian interest in gaining 
control of the Iranian plateau and its warm-water ports on the Per- 
sian Gulf. Peter the Great's strategy for Russian expansion foresaw 
a need for Russian occupation of the Iranian plateau. Nazi-Soviet 
diplomatic conversations resulted in 1940 in a draft agreement 
“that the area south of Batum and Baku in the general direction of 
the Persian Gulf is recognized as the center of aspirations of the 
Soviet Union.”® The USSR is extremely sensitive to developments 
along its borders. It usually has sought to protect its frontiers with 
a cordon of satellite states. Efforts to retain Soviet troops in Iran 
after the end of the last World War and to establish a puppet com- 
munist government in Azerbaijan in 1946 proved Soviet interest in 
obtaining control of at least the northern area of Iran. Further evi- 





*Nazi-Soviet Relations 1939-1941, Documents from the Archives of the German 
Foreign Office. (Footnote in the source text.) 
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dence of Soviet concern over the vulnerable Iranian frontier has 
been a series of truculent Soviet notes to recent Iranian govern- 
ments protesting the presence of American military missions and 
oil drillers in Iran. Each note referred, as a basis for the protest, to 
Article VI of the 1921 treaty between the USSR and Iran (see Part 
6). 

9. If air bases were to become available to the USSR in Iran, 
light bombers of the Soviet Air Force would be able to operate 
throughout the region of the Persian Gulf. Iranian bases could also 
support Soviet ground and air attacks against the upper Tigris-Eu- 
phrates valley and thence westward toward the Mediterranean. 
East-West lines of communication would be threatened. Communist 
control of Iran would also provide an excellent base for political 
penetration of Pakistan on the East and the Arab states on the 
West. Communist theoreticians have described the conquest of Iran 
as the key to the success of communist designs on Asia, and par- 
ticularly India.'°® 

10. While the USSR does not require the oil reserves and facili- 
ties of Iran for further development of her peacetime economy or 
to insure her ability to wage war, the acquisition or control by the 
Soviets of these reserves and facilities would have the following es- 
timated effects: 


a. In time of peace 


(1) Serve to augment existing Soviet oil and gasoline stocks 
thereby boosting Communist economy and preparations for 
war. 

(2) Provide additional power to wage economic warfare 
through “dumping” methods designed to disrupt the oil mar- 
kets of the West. 


b. In time of war 


(1) Provide oil and gasoline stocks for local military =. 
ations in the Middle Hast and for Soviet submarine refueling 
in the Persian Gulf. 

(2) Deny the use of the Iranian fields to the allied coalition 
as a wartime petroleum source. 


Significance to Neighboring States 

11. The significance of the fall of Iran into communist hands has 
to be measured in more than military terms. Friends of the West 
in the Arab nations would undoubtedly be grievously discouraged 
by the inability of Iran to maintain its independence within the 
community of free nations. Friends of international communism 
would be greatly encouraged; while those who have sought to main- 





'°G. Lenczowski, Russia and the West in Iran. [Footnote in the source text.| 
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tain a socalled neutral attitude would undoubtedly have their 
fears of choosing sides emphasized. Of course, it is possible that 
Arab governments might draw a lesson from the fall of Iran and 
take more active measures to resist communist pressure. Even this 
however would not counterbalance the advantage to the Soviets of 
gaining additional territory from the free world and of having a 
better base for propaganda and special political action in the 
Middle East. 

12. As to the effect upon Turkey and Pakistan, it is obvious that 
these two nations would be prevented by a communist Iran from 
maintaining effective military cooperation. Both nations would find 
themselves with newly exposed frontiers open to communist mili- 
tary action or political subversion. It is probable that Turkey’s de- 
termination to resist Russian aggression would not be lessened by 
this event, but the question of Pakistan’s reaction is not so clear. 

13. It would also be a shock to the whole community of free na- 
tions should Iran become a satellite of the USSR. US. prestige 
throughout the world would suffer and the concept of communal 
security would be weakened. 


PART 4 
SUPPORT OF IRANIAN ARMED FORCES 


Current United States Military Assistance 


1. There are two United States military advisory missions in Iran 
(the U.S. Mission to the Iranian Army and the U‘S. Mission to the 
Iranian Gendarmerie) in addition to the Military Assistance Adviso- 
ry Group (MAAG) which supervises the handling of U.S. military 
aid to Iran. Since the program began in 1950, a total of 101.4 mil- 
lion in military aid has been programmed for Iran, of which only 
45.9 million has been delivered (including the value of end-items 
shipped plus expenu:tures for packaging, handling, crating, trans- 
portation, and training). 


The Shah's Request 


2. The Shah has stressed the necessity for an early decision as to 
whether his armed forces are to be treated merely as a police force 
to maintain internal security or both as a police force and defense 
force, capable of delaying the progress of an enemy if Iran should 
be invaded. 


Ambassador Henderson's Recommendations 


3. The Ambassador has recommended that the United States 
should accede to the request of Iran to assist in reorganizing, re- 
arming and retraining the armed forces of Iran so that: 
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a. These forces will be capable of strong withdrawal-delaying 
action if Iran should be invaded by the forces of internation- 
al communism; 

b. These forces may eventually be employed in cooperation with 
the armed forces of other free Middle rn countries in a 
common defense of the Middle East against international commu- 
nist aggression in accordance with any regional defense arrange- 
ments which may later be developed. 


4. The Ambassador amplified upon his recommendation in the 
following terms: 


“I make this recommendation partly for psychological reasons. It 
is my belief that unless the Shah, the Iranian Government, the 
members of the Iranian armed forces and the Iranian public are 
convinced that western powers expect Iran to defend itself if invad- 
ed by the armed forces of international communism, and unless the 
U.S. indicates this expectation by assisting the Iranian armed 
forces to prepare to maintain a strong withdrawal-delaying action, 
the determination of Iran to suppress internal communist activities 
and to resist external communist pressure will be seriously affect- 
ed. It is also my belief that until Iran is convinced that its armed 
forces are capable of contributing to the common defense of the 
Middle East, there is little likelihood that effective arrangements 
can be worked out for such defense.” 


Iranian Attitudes 


5. The Shah has stated that until Iran has an army capable of 
putting up some kind of defense, it would be useless to discuss mul- 
tilateral security arrangements. Ambassador Henderson believes 
that the Shah and Zahedi would probably be willing to undertake 
such arrangements if (1) Iran is more on a basis of equality with its 
neighbors in military capabilities, and (2) if the combined strength 
of the countries participating in a defense arrangement is suffi- 
cient to discourage Russian aggression. The Ambassador also be- 
lieves that in perhaps one or two years Iran might be willing to 
move in the direction of an area security arrangement, assuming 


a. An early oil settlement. 

b. A steady although not necessarily spectacular increase in the 
capability of the Iranian Army. 

c. Continuation in power of a government friendly toward the 
West which cooperates fully with the Shah and which has wide- 
spread public support. 


The Ambassador points to the dilemma which would arise if an in- 
crease in U.S. military aid to Iran is predicated upon Iranian par- 
ticipation in regional defense arrangements. The Shah has stated 
that he cannot consider cooperative arrangements until his army 
has improved. The U.S. would forestall any progress if it refused to 
build up Iranian armed forces until after defense arrangements 
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had been concluded. The Ambassador has quoted the Shah as 
urging the U.S. to act with optimism in order to inspire optimism. 

6. Although the Zahedi Government, on balance, seems to be 
holding its own, it is confronted with a number of immediate prob- 
lems, the decision upon any one of which could cause grave compli- 
cations. Public reaction to the government's disposition of these 
matters, the ability of the government to continue to maintain se- 
curity and effectively quell opposition, and the degree of continued 
cooperation between government and Shah, are points which will 
have a heavy bearing upon the very future of Iran. The Iranian 
Government will thus be too pressed in the immediate period 
ahead for it to consider at this time injection of another issue, i.e., 
mutual defense arrangements, which it can avoid and which at 
best would incur widespread internal opposition and new external 
pressures. Probably no real progress can be made in obtaining Ira- 
nian decision in this matter until other problems more pressing to 
them are solved and resultant public attitudes determined. Even 
then, any concrete action should be preceded by a substantial 
period of public orientation to the need for collective defense meas- 
ures and the desirability of ‘getting off the fence” in the cold war, 
which would be another entirely new departure for most Iranians. 


Soviet Threat 

7. It must also be recognized that the Soviet Union constitutes a 
constant, overwhelming, armed threat to Iran. The Iranians do not 
see any equally potent force on their frontiers willing and able to 
oppose the Soviet Union successfully. They are not encouraged by 
the Korean precedent. They will undoubtedly be very cautious 
toward any policy which may appear provocative to the USSR. 
This attitude must be taken into account in any planning toward 
including Iran in regional arrangements with anti-Soviet implica- 
tions. 


Regional Aspecis 

8. Turkey, Iraq and Pakistan have the capability of contributing 
significant forces to the defense of the area provided that proper 
equipment is furnished from outside sources. The situations in 
Pakistan and Turkey are substantially different than Iran. Ambas- 
sador Henderson believes that it would be useful at the proper 
time for the Turks and Pakistanis either to take the lead in discus- 
sions with Iran and Iraq or at least to closely associate themselves 
with any proposals which might be put forward. He speculates that 
favorable action by Iran and Iraq would probably be predicated 
upon firm commitments from the U.S. in the matter of military aid 
and would probably exclude the U.S. staying in the background 
even if it should otherwise be desirable to do so. 
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9. Indian policies under Nehru undoubtedly will be unalterably 
opposed to participation by Asian countries in measures of this 
kind. India opposes military aid to Pakistan. It is unlikely, of 
course, that the Indian attitude would have much bearing on Paki- 
stan’s decision. However the U.S. should not overlook the impor- 
tance which Iran attaches to India. A strong adverse Indian reac- 
tion could have heavy influence in Iran. There is evidence that the 
Indian Ambassador to Iran already has been endeavoring to dis- 
courage Iranians from any idea of participating in a security pact. 
Also, the extent to which the Indian attitude will influence the 
British is a consideration having an important bearing on practica- 
bility of proposals. 

10. Because of British interest in the area and close British rela- 
tionship with Iraq and Pakistan, it seems necessary that the Brit- 
ish be brought into the picture at an early stage and certainly 
before any definitive discussions with Iran, Iraq or Pakistan, in all 
of which they have particular interest. In fact it is unlikely that 
arrangements of this type could be undertaken without British co- 
operation. 


British Attitudes 


11. The British have already indicated that the Shah should be 
told that the U.S. and U.K. would encourage the building up of Ira- 
nian military forces into two components: 


a. A static garrison force primarily designed for the maintenance 
of internal security. 

b. A highly trained, active, mobile force, probably to be stationed 
in the northwest, to be not too heavily armed, which could act as a 
harassing force in the event of invasion and which would be useful 
in keeping up morale and in the training of an officer cadre. Dis- 
cussion with British representatives has also revealed that the 
U.K. is less inclined than the U.S. to accept the thesis that Iran 
can develop a usefui military force and they are also more inclined 
to discount the possibility of an eventual defense of at least some 
portions of Iran. There is agreement, however, that it would be dif- 
ficult, if not impossible, to decide on major plans for the Iranian 
Army in the absence of a plan for the defense of the area as a 
whole. 


12. Any statement of policy should, therefore, be sufficiently 
broad to allow US. officials to plan for and support a gradual in- 
crease in Iran’s military capabilities and to answer the Shah’s re- 
quest without discouraging him or, on the other hand, making com- 
mitments beyond Iran’s absorptive abilities. 
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PART 5 


SIGNIFICANCE OF SECTION 708 (A) AND (B) OF PUBLIC LAW 774-——818ST 
CONGRESS 


1. It appears at present that an essential element of settlement 
of the Anglo-Iranian oil dispute will be the establishment of a coop- 
erative group of major oil companies to produce and market Irani- 
an oil. If American oil companies are to join such a group, they run 
the risk of violating United States anti-trust legislation. The state- 
ment of policy on Iran foresees this problem and makes specific ref- 
erence to the authority possessed by the President to grant excep- 
tions to anti-trust laws if he finds such voluntary agreements or 
programs “to be in the public interest as contributing to the na- 
tional defense”. 

2. Pertinent sections of the Defense Production Act of 1950, as 
amended, are quoted below: 


“Sec. 708. (a) The President is authorized to consult with repre- 
sentatives of industry, business, financing, agriculture, labor, and 
other interests, with a view to encouraging the making by such 
persons with the approval by the President of voluntary agree- 
ments and programs to further the objectives of this Act. 

“(b) No act or omission to act pursuant to this Act which occurs 
while this Act is in effect, if requested by the President pursuant to 
a voluntary agreement or program approved under su ion (a) 
and found by the President to be in the public interest as contrib- 
uting to the national defense shall be construed to be within the 
prohibitions of the anti-trust laws or the Federal Trade Commis- 
sion Act of the United States. A copy of each such request intended 
to be within the coverage of this section, and any modification or 
withdrawal thereof, shall be furnished to the Attorney General and 
the Chairman of the Federal Trade Commission when made, and it 
shal! be published in the Federal ister unless publication there- 
of would, in the opinion of the President, endanger the national se- 
curity.” 


3. It is of interest to note that on November 26, 1952, President 
Truman requested the Secretary of State “to engage in exploratory 
discussion with representatives of United States oil companies and 
with the Anglo-Iranian Oil Company for the purpose of determin- 
ing what type of action by (the President) would produce the result 
desired.”’ The President, giving this instruction, referred to the au- 
thority granted him by Congress in Section 708 (a) and (b) of the 
Defense Production Act of 1950, as amended.'! 

4. On December 4, 1952 representatives of the major American 
oil companies assembled at the Department of State for explorato- 





''See Document 243 
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ry discussions, under the following terms of reference as stated by 
the Acting Secretary of State: 

“In the light of the national defense considerations implicit in 
finding a solution to the Iranian oil problem, I have been requested 
by the President to engage in exploratory discussions with you (or 
your authorized representative) and other officers of United States 
oil companies for the purpose of determining what type of action 
by them might contribute to producing the result desired. In his 
memorandum to me requesting that | take this action, the Presi- 
dent has stated that he is prepared to utilize the authority granted 
to him by the Congress under Section 708 (a) and (b) of the Defense 
Production Act of 1950 as amended.” '? 


5. On the basis of these conversations the U.S. and U.K. offered 
Iran, as part of a “package” proposal for settlement of the Anglo- 
Iranian oil dispute, an assurance that an international oil compa- 
ny, in which several major U.S. oil companies would participate, 
would purchase unspecified amounts of Iranian oil. When Mosadeq 
rejected these proposals in February 1953, the entire question of 
the formation of an international purchasing organization was 
dropped until its recent reconsideration. 


PART 6 
SIGNIFICANCE OF THE IRANO-SOVIET TREATY OF 1921 


1. It is probable, if the Soviets invade Iran, that they will at- 
tempt to invoke Article 6 of the Irano-Soviet Treaty of Friendship, 
1921, as a justification for their action. The pertinent portions of 
Article 6 are quoted below: 


“If a third party should attempt to carry out a policy of occupa- 
tion by means of armed intervention in the territory of Persia or to 
use the territory of Persia as a base for military operation against 
the USSR, and if thereby danger should threaten the frontiers of 
the USSR or those of Powers allied to it, and if the Persian Gov- 
ernment, after warning on the part of the Government of the 
USSR, should prove to be itself not strong enough to prevent this 
danger, the Government of the USSR shall have the right to ad- 
vance its troops onto Persian territory in order to take necessary 
military measures in the interests of self-defense.” 


'®? Regarding this meeting at the Department of State, see Document 245 
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No. 404 
) 4) 1-54 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET PRIORITY TEHRAN, January 5, 1954—5 p. m. 


1460. 1. Entezam, Foreign Minister, told me today that he had 
talked last evening with Prime Minister matter agrément new Brit- 
ish Ambassador. Prime Minister and he were quite pleased with 
name which Wright had advanced and he expected in the near 
future suggest that Wright formally request agrément. He confi- 
dent agrement would be granted and that Iranian Government 
would welcome Ambassador whenever latter should decide come 
Iran.” 

2. | asked Entezam re attitude Shah this regard. He said Prime 
Minister had already discussed matter with Shah and had reported 
Shah not opposed to new British Ambassador arriving Iran in 
normal course events. He added Prime Minister had intimated to 
Shah that certain members of Court by approaching foreign diplo- 
mats with alleged messages from Shah behind back of government 
were injuring prestige of Shah and Iran and he hoped Shah would 
be able to put stop this practice. Shah had blushed but had re- 
frained from making comment. Prime Minister was of opinion that 
for time at least Shah would refrain from confusing international 
situation by endeavoring secretly intervene in Iranian foreign af- 
fairs. 

HENDERSON 


‘Also sent to London 

*Ambassador Henderson informed the Department on Jan. 12 in telegram 1519, 
that the previous evening Foreign Minister Entezam had told Wright that agree 
ment for the posting of a British Ambassador had been given by the Shah, and that 
the Ambassador could come at any time. (601.4188/1-1254) The Embassy in London 
on Jan. 16 in telegram 3031, informed the Department that the new British Ambas- 
sador to Iran was Roger B. Stevens, at that time British Ambassador to Sweden 
(601.4188/1-1654) 
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No. 405 
Tee 211-74 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET TEHRAN, January 7, 1954—4 p. m. 

1481. Although Shah and Prime Minister Zahedi endeavoring 
maintain appearance no serious differences between them re elec- 
tions, it clear neither happy.* Prime Minister for political and per- 
sonal reasons has given approval candidacy for Majlis number per- 
sons who he must know not of highest type and not politica'ly reli- 
able. For instance he understood be supporting certain members 
last Majlis whose main qualifications are they put up last ditch 
fight against Mosadeq or gave shelter to Zahedi while latter fugi- 
tive from police... . 

2. Shah is pulling wires behind scenes for number favorite candi- 
dates while avowing he is keeping out of and has no responsibility 
for elections. Court has been besieged with disappointed politicians 
who complain about “rigged elections’, “Zahedi’s poor political 
judgment”, “favoritism shown to corrupt” et cetera, and who fre- 
quently receive words sympathy from Shah. 

3. Ala, Minister Court, tells me that several weeks ago Alam, 
Chief of Crown Lands, and he at Shah's request drew up list pro- 
posed candidates for Majlis. Shah compared this with Zahedi's list 
and was pleased at similarity. Tentative combined list was then 
prepared. Under pressures various kinds, however, combined list 
has undergone considerable revision. Number high type candidates 
replaced by some of poor repute. .. . On other hand persons close 
Prime Minister claim Shah showing weakness in matter candidacy 
mediocre people as well as extreme nationalist demagogues; that 
he even goes so far as to intimate no reason why Maki should not 
run. 

4. Ala who has been target during recent years of old time politi- 
cians is being subjected to particularly heavy fire by those not in- 
cluded in list. Alam who being increasingly talked of as Ala’s suc- 
cessor not in general being blamed. 

5. Ala told me evening January 6 he much concerned re Senato- 
rial elections. He feared that government in anxiety to get Majlis 
which would support it had been paying too little attention to 





‘Transmitted in two sections; also sent to London and pouched to Tabriz, Meshed, 
and Isfahan 

"Ambassador Henderson reported on Jan. 5 that Radio Tehran had announced 
that day that Majlis elections would officially begin Jan. 6. He also reported that 
Zahedi and the Shah had not agreed completely on the candidate list. (Telegram 
1462; 788.21/1-554) 
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Senate. Rumors were current that Tudeh and Iran Party elements 
were taking advantage this negligence and working hard to get 
some their most talented rabble-rousers into Upper House. He has 
warned Zahedi who has promised give this matter more attention. 

6. Among critics of elections is Batmangilich, Chief 
Staff, .. . . On January 3 Ala told me Batmangilich had come to 
him January with long list complaints. Maintained Zahedi plotting 
get control armed forces, legislature and civil government appara- 
tus and then overthrow Shah. Zahedi rigging elections so candi- 
dates more loyal to him than to Shah would be 
successful. .. . Zahedi undoubtedly ambitious. I told Ala | confi- 
dent Zahedi trying strengthen Shah—not undermine him. Zahedi 
quite aware his government depended entirely on Shah's support, 
it would be disastrous if intriguers would succeed in stirring up se- 
rious dissension between Shah and Zahedi... . 

7. Charges are also being made by disgruntled politicians that 
“Americans” have drawn up lists and are dictating elections “just 
as British used to.” Despite our efforts keep aloof from election 
tangle it accepted as matter course by wide section Iranian public 
that our influence re selection candidates can be decisive. We are 
trying constantly convince incredulous Iranian officials seeking our 
assistance that we have nothing to do with elections. British to less 
extent than ourselves also being charged with attempting influence 
elections through their “agents.” 

8. We should not permit ourselves be unduly disturbed at atmos- 
phere dissatisfaction, carping, intrigue, and dissension which envel- 
ops elections. This quite normal. If every candidate should be able 
man with unblemished record, if every election official should be 
noted for his honesty, atmosphere would stil! be polluted with 
charges and countercharges as long as not enough seats in legisla- 
ture and jobs in government to accommodate al! Iranians—and 
they numerous—with political ambitions. Nevertheless, no doubt 
neither Shah nor Zahedi has lived up to earlier declarations of de- 
termination to back only able honest men who have confidence 
their respective communities. 

HENDERSON 
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No. 406 
we TA | Td Tehogram 


The Charge in the United Kingdom (Butterworth) to the 
Department of State’ 


TOP SECRET Lonpon, January 7, 1954—6 p. m. 

2908. Limit distribution. From Hoover. 

1. I scheduled arrive New York Saturday, January 9, proceeding 
Washington Sunday, January 10, in anticipation Department meet- 
ings beginning Monday, January 11. 

2. In view quickcned tempo of developments anticipated London 
and Tehran (Tehran's 1459, 1476, 1477)" believe desirable I return 
London about January 16 for reasons outlined below. 

3. British Chargé Tehran has now completed pro forma assess- 
ment of Iran situation (Tehran's 1477 January 6) and has been offi- 
cially advised that (a) AIOC can only return as minority member of 
a consortium; (b) Iranian Government ready receive technical oil 
mission from HMG and representatives of consortium; and (c) this 
mission welcome to examine field producing, refinery, and terminal 
facilities. Understand HMG will clear this policy at cabinet level 
next week and will immediately desire to plan final course of 
action for actual conduct of negotiations in Iran. 

4. This implies that anti-trust aspects of consortium should be 
clarified at earliest possible moment to permit American compa- 
nies to join in evaluation of physical facilities in Iran and partici- 
pate in ensuing negotiations with Iranian Government.’ 

5. Although probable that maximum permissible participation 
AIOC will be determined by Iranian Government at approximately 
35 percent, remaining companies wil! hesitate to agree on own rel- 
ative percentages util they can (a) obtain clarification of anti-trust 
situation, (b) evaluate physical facilities and probable costs of reha- 
bilitation, (c) assess economic, political and social conditions in 





‘Repeated to Tehran 
*In telegram 1459, Jan. 5, Ambassador Henderson, reported that the Foreign Min 


ister told him that the previous ewening, the Iranian Government had decided it 
was time to move forward as fast as possible in the direction of an oi] settlement, 
that Zahedi was planning to see the British Chargé some time within the next sev 
eral days to inform him that it was absolutely impossible for the AIOC to have a 
monopoly or even a dominating position in producing or marketing Iran's oil, and 
that negotiations should proceed on the basis of setting up an international consort: 
wm. (888.2553/1-554) Telegrams 1476 and 1477, both duted Jan. 6, are not printed 
(RRB 2553/ 1-654) 

*For documentation regarding the development of United States policy regarding 
the applicalility of the antitrust laws to international petroleum companies, see vol 
i, Part 2, pp. 1259 ff 
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country where none other than AIOC have previously had direct 
contact and (d) obtain general outline of type deal obtainable from 
Iranian Government. While some of this information could be de- 
termined in absence of clarification of anti-trust situation, never- 
theless, once wheels have been set in motion companies must be in 
position to proceed rapidly to final conclusion. Believe, therefore, 
matter of urgent necessity that every possible effort be made re- 
solve anti-trust matter soonest possible. 

6. Parenthetically, US Government has been putting strong and 
continued pressure on HMG at highest levels over period of some 
years to solve Iranian problem in interest of our highest mutual se- 
curity interests. US Government has also voluntarily assumed 
broad obligations tc Zahedi Government in Iran looking towards 
same end. If US now finds itself unable to proceed further at this 
time, and negotiations are either stalled or suspended, the implica- 
tions and consequences might well be of the gravest nature. 

7. Department may wish to pass contents this telegram to Attor- 
ney General and other who may be interested in anticipation of 
probable conferences next week in Washington. 

8. Comments from Ambassadors Aldrich and Henderson, particu- 
larly with reference to paragraph 6 above, would be appreciated.‘ 

BUTTERWORTH 





*On Jan 9 Ambassador Henderson agreed with Hoover's opinion that every possi- 
ble effort should be made to resolve the antitrust matter as soon as pussible in order 
that the American companies would be in a position to discuss participation in an 
Iranian oi] arrangement. Henderson was of the opinion that there could be no solu- 
tion of the problem without the involvement of the American companies (Telegram 
1504, BRR _2553/ 1-954) 


No. 407 
Tae 2) "4 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET TEHRAN, January 8, 1954—4 p. m. 

1491. At my request Prime Minister received me yesterday after- 
noon. His son Ardeshir interpreted. During conversation I| asked 
Prime Minister how he felt re progress elections and whether coop- 
eration between him and Shah satisfactory. 

2. Prime Minister said he encouraged re elections. List candi- 
dates approved by Shah and self was complete. He thought most 
would be elected. He not fully satisfied with slate. Men on it not 





'Tranemitted in two sections, also sent to London 
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uniform high calibre which he would like. He had agreed to some 
of them because (a) his government so deeply committed politically 
to certain candidates he could not do otherwise without appearing 
ungrateful for past assistance, or (b) certain candidates had such 
strong political positions in their respective communities he could 
not turn them down without appearing ride rough-shod over local 

3. Prime Minister apparently had heard, possibly from 
Ala, . . . re selection such candidates as Qanatabadi, Mustafa Ka- 
shani and Mir Ashrafi (Embtel 1481 Department, 474 London Janu- 
ary 7). In any event he gave their names as examples of candidates 
whom he had felt forced accept despite his lack full confidence in 
them. He said although they opportunists they had displayed loyal- 
ty to him and his government in extremely difficult times when 
friends were few and had thus far done nothing which would give 
him grounds for excluding them from list. He did not think they 
would be in position do much harm even if they should turn 
against him. He would soon be politically bankrupt if he should 
turn, without specific grounds, against those to whom he was 
deeply indebted. 

4. He anxious that impression should not prevail in country that 
Government was high-handedly forcing into Majlis candidates fa- 
vored by it regardless feelings local communities. In deciding on 
which candidates to support Government had therefore been com- 
pelled take into consideration political leadership, past record in 
Majlis, ability to get votes, et cetera, as well as integrity and hones- 
ty. Result had been that about 40 of 136 candidates while friendly 
disposed to Government could not be fully depended on in times of 
stress. About the same number could be depended upon to back 
Government wholeheartedly through thick and thin. There were 
perhaps half dozen who might turn out to be demagogues with 
whom Government would have difficulties. The remainder he 
thought would in general support Government although they could 
not be regarded as hundred percenters. With such Majlis, he con- 
vinced Government could effect passage oil settlement acceptable 
to Iranian public and other important bills. Majlis would not how- 
ever be rubber stamp affair. He thought over long term it better 
that it should not be. He was introducing into Majlis number 
young progressive intellectuals who understood what he was trying 
to do and who he hoped would develop into future political leaders. 

5. I asked Prime Minister if Government was preparing bills for 
submission to Parliament. He replied in affirmative, said number 
important bills embodying reforms in various fields were being 
drawn up. They were sufficient in number to keep Majlis fully oc- 
cupied for at least three months at end of which additional bills 
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would be ready. He thought that if Majlis could be put hard to 
work its morale would be higher and people would feel something 
was being accomplished. 

6. I asked Prime Minister re Senate. He said that voting for 
Senate would probably begin few days before Majlis. In fact voting 
in Tehran should take place by middle January. Senate elections 
presented less difficult problem than Majlis because in order be 
Senator politician must have certain qualifications and background 
which no Tudeh members and few extreme Nationalists possessed. 
Slate had been drawn and approved by Shah and himself of Sena- 
tors to be elected and to be appointed by Shah. He thought that 
new Senators would be of higher quality and have more prestige 
than their predecessors. 

7. In answer my question Prime Minister maintained that in 
spite of speed with which preparations for elections were going for- 
ward matter was being handled with care and foresight. He antici- 
pated Government would have overwhelming victory without being 
compelled to resort to undue pressures. 

8. Shah and he had had certain differences re selection candi- 
dates and re manner in which elections were to be run. These dif- 
ferences had not been basic, however, and they had been eliminat- 
ed by process of give and take. At present moment Shah was show- 
ing fairly satisfactory degree cooperation. Difficulty was that he 
could never be sure that political opportunist would not succeed in 
getting ear of Shah and persuading him to make some statement 
or take some action which might upset political equilibrium. 

9. I inclined believe Prime Minister somewhat over optimistic re 
calibre candidates and degree their reliability. Preliminary exami- 
nation by Embassy of available lists candidates would indicate dis- 
tressingly few of national repute and high standing. On other hand 
it would appear that more important politicians displaying interest 
in being members Senate than Majlis. Senate may therefore in new 
quality its membership play greater role in future than in past. 

HENDERSON 
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Exsenhower Library. Exsenhower papers, Whitman file 


Memorandum of Discussion at the 180th Meeting of the National 
Security Council, Washington, January 14, 1954' 


TOP SECRET EYES ONLY 


Present at the 180th meeting of the Council were the President 
of the United States, presiding; the Vice President of the United 
States; the Secretary of State; the Acting Secretary of Defense; the 
Acting Director, Foreign Operations Administration; the Director, 
Office of Defense Mobilization. Also present were the Secretary of 
the Treasury; the Acting Secretary of the Interior (for Item 1); the 
Secretary of Commerce (for Item 1); the Director, Bureau of the 
Budget; the Chairman, Atomic Energy Commission (for Item 3); the 
Federal Civil Defense Administrator (for Item 3); the Under Secre- 
tary of State; the Service Secretaries and the Joint Chiefs of Staff 
(for Item 3); Col. Bonesteel, Mr. Lehrer and Col. Powell, Depart- 
ment of Defense (for Item 3); the Director of Central Intelligence; 
the Assistant to the President; Robert Cutler and C. D. Jackson, 
Special Assistants to the President; Richard L. Hall, NSC Special 
Staff; the Executive Secretary, NSC; and the Deputy Executive Sec- 
retary, NSC. 

Following is a summary of the discussion at the meeting and the 
chief points taken. 

[Here follows discussion of items 1-7, significant world develop- 
ments affecting United States security, a national petroleum pro- 
gram, continental defense, United States objectives and courses of 
action with respect to Southeast Asia, United States civil adminis- 
tration in the Ryukyu Islands, United States objectives and policies 
with respect to Austria, and the functions of the armed forces and 
the Joint Chiefs of Staff. ] 


8. United States Policy Toward Iran (NSC 5402; NSC Action No. 
998-d)? 

Secretary Dulles said that he had one important item to raise for 
Council consideration in connection with Iran. Mr. Herbert Hoover, 
Jr., had just reported that the British at long last seemed to be 
ready to go along with us, and the Cabinet had made a decision to 
accept a minority position for British interests in any oil consorti- 
um created in order to market Iranian oil. This British decision 





'Drafted by Gleason on Jan. 15. 
*For text of NSC 5402, see Document 403. For text of NSC Action No. 998-d, see 
footnote 8, Document 401. 
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now puts the problem back in our laps, and our first task is to in- 
clude American oil companies to accede to the plan for a consorti- 
um. Before they will agree to this plan, the American companies 
will require an opinion from the Attorney General as to the legali- 
ty of their action. In turn, the Attorney General, with whom, said 
Secretary Dulles, he had discussed this point at breakfast this 
morning, would want a supporting decision by the National Securi- 
ty Council. Time was of the essence, and Secretary Dulles proceed- 
ed to read language to the Council which he believed constituted a 
decision by the National Security Council which would suffice for 
the purposes of the Attorney General. 

The President said that the Attorney General had also discussed 
this matter with him, and had made clear that he had no intention 
of permitting American oil companies who might join an interna- 
tional consortium to extend their position to the point of fixing the 
sale price of petroleum products. 

Mr. Cutler then said that he would discuss with the Attorney 
General, as soon as he returned to the city, the language proposed 
by the Secretary of State, and would draft an appropriate action by 
the National Security Council in the light of this discussion. 

The National Security Council:* 


to advise the Attorney General that the security interests 
of the United States require that United States petroleum compa- 
nies participate in an international consortium to contract with the 
Government of Iran, within the area of the former A.1.0.C. conces- 
sion, for the production, refining, and acquisition of petroleum and 
petroleum products; in order to permit the reactivation of the said 
petroleum industry and to provide therefrom to the friendly Gov- 
ernment of Iran substantial revenues on terms which will protect 
the interests of the western world in the petroleum resources of the 
Middle East. 


Note: Noting that this action did not cover the sale of petroleum 
and petroleum products by the international consortium, the Presi- 
dent subsequently approved the transmittal of this action to the 
Attorney General. 

S. Everett GLEASON 





*The paragraph and note that follow constitute NSC Action No. 1015. (S/S-NSC 
(Miscellaneous) files, lot 66 D 95, “Record of Actions by the NSC, 1954”) Cutler sent 
the Attorney General a mem >randum later on Jan. 14, informing him that the NSC 
took this action. (888.2553/1-i 403) 
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7sh O0/1-1854 Telegram 
The Ambassador in Iran (Henderson) to the Department of State 


TOP SECRET TEHRAN, January 18, 1954—6 p. m. 


1581. Limited distribution. We also have become more and more 
concerned re election developments (Deptel 1514).' We have been 
hoping that situation would right itself as sometimes happens in 
Iran without necessity action by ourselves. It might be difficult ex- 
tricate ourselves from insidious political morass if we once begin 
interfere in Iranian internal affairs, particularly in such intricate 
and delicate matter as elections. Nevertheless since it has become 
clear complete aloofness on our part might result not only in an- 
other impotent Majlis but in disintegration of present government, 
we have already made certain moves despite risks involved and 
intend go even further if we find way open. 

2. Through appropriate US channels I sent friendly message 
Prime Minister yesterday stressing our concern way things going. 
These channels in discussing details found him cooperative. | also 
presented problem quite frankly yesterday morning to Ala who un- 
dertaking work from court end to eliminate some more unfortu- 
nate features. We feel somewhat encouraged at Prime Minister's 
cooperative attitude but worried at disorganized and even haphaz- 
ard way in which elections are apparently being run. .. . 

HENDERSON 





‘In telegram 1514, Jan. 14, the Department informed Henderson of its concern 
with the arrangements for the forthcoming elections in Iran, especially the particu- 
larly poor caliber of candidates supported by Zahedi and the Shah. (788.00/1-1454) 


RRR 2558/1-1954 


Memorandum of Conversation, by the Director of the Office of 
Greek, Turkish, and Iranian Affairs (Richards) 


SECRET WASHINGTON, January 19, 1954. 
Subject: Iranian Oil Negotiations 
Participants: Mr. Harold Beeley, Counselor, British Embassy 
Mr. Herbert Hoover, Jr., Consultant to the Secretary 
Mr. Arthur L. Richards, GTI 
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Mr. Beeley called at his request this morning and stated that the 
British Embassy had received instructions along the following 
lines: 

(1) The British accepted our suggested amendment to the pro- 
posed text to be given to the Iranian Government by British 
Chargé Wright.' The third sentence of the message will therefore 
be altered to read as follows: “The AIOC, with the approval of Her 
Majesty's Government, are therefore resuming their talks with 
other companies in order to see whether it is feasible to form such 
a group, in which AIOC would have an appropriate share. This 
group would be in a position to negotiate a comprehensive settle- 
ment with the Persian Government.” 

(2) As regards our suggestion that, in conversation with the Per- 
sians, Mr. Wright state that the companies to participate in the 
proposed consortium should be principally those already holding 
Middle East oil interests, Mr. Beeley stated that HMG could not 
accept the use of the word “principally”. The British Government 
felt that the participation must be restricted to those companies al- 
ready operating in the Middle East. To open the door to companies 
not now engaged in producing and marketing Middle East oil, in- 
cluding American independents, “would be to admit oil companies 
of numerous nationalities, including British independents, who 
could not contribute towards restoring Persian oil to its traditional 
markets.” 

(3) Mr. Beeley stated that the British will take note of our views 
about the proportion of participation by AIOC. He stated that the 
British Government would not accept without further exploration 
the idea that total British participation should not be over 50 per 
cent. In fact, the British expected AIOC to participate to the extent 
of 50 per cent. Therefore participation by another British company 
would increase the total British participation to over 50 per cent. 
He stated that 50 ver cent participation by AIOC “was fundamen- 
tal.” 

(4) Mr. Beeley stated that HMG was grateful for our suggestions 
regarding method of negotiation and would give our suggestions 
due consideration. 

(5) While appreciative of the reasons for the suggestion that the 
next meeting be held in Montreal, HMG considered that “for prac- 
tical reasons” it would be necessary to continue conversations in 
London. 

(6) Mr. Beeley stated that the British Government is ready to 
proceed with (a) the delivery of the proposed message to the Irani- 





‘Telegram 1522 to Tehran, Jan. 15, transmitted an earlier version of tle proposed 
British communication to the Iranian Government. (888.3932/1-1554) 
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an Government and (b) to authorize AIOC to extend invitations to 
the companies to resume talks. Action on both the foregoing was 
being held up pending a United States decision on the anti-trust 
aspects of the problem. HMG believes any “delay most inadvisable 
from a psychological point of view” and would very much like to be 
able to authorize Mr. Wright to deliver the proposed message on 
Thursday, January 21, if at all possible. Failing this, it is sincerely 
hoped by HMG that the United States position would be sufficient- 
ly firm to permit the delivery of the message by Saturday, January 
23. 





No. 411 
MHA 25531-2054 


The Attorney General (Brownell) to the National Security Council’ 


TOP SECRET [WASHINGTON,] January 20, 1954. 


GENTLEMEN: You have asked my opinion as to the legality of an 
international consortium which might be arranged along the lines 
stated in paragraphs I to IV of the “Proposed Iranian Consortium 
Plan” submitted to me (copy of which is attached), including the 
legality of participation therein by any or all of the five mentioned 
or other American oil companies. 

Upon the assumption that the proposed consortium will be orga- 
nized as set out in the memorandum submitted to me, and will be 
made up of participating companies in accordance with the speci- 
fied composition of the group, and with particular emphasis upon 
the provisions respecting the freedom of each member of the group 
to sell the oil and products acquired by it freely, both as to price 
and purchaser, it is mv opinion that such joint contract or joint 
company, in view of the facts and circumstances which now charac- 
terize the production and refining of Iranian oil and the determina- 
tion by the National Security Council that the security interests of 
the United States require that United States oil companies be in- 
vited to participate in an international consortium to contract with 
the Government of Iran, for the production, refining and acquisi- 
tion of petroleum and petroleum products from within the area of 
the former AIOC concession, would not in itself constitute a viola- 
tion of the antitrust laws, nor create a violation of antitrust law 
not already existing, subject to the limitations stated below. 





'Sent to the President the following day; for text, see The International Petroleum 
Cartel, p. 75. 
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This opinion of non-violation is limited to the actions described 
in said memorandum and does not extend to any other act what- 
ever, such as, but not limited to— 


(a) Any other agreement or understanding — participat- 
ing ies, or any of them, or between any of participating 


mF a and non-participating persons, 


(b) Marketing, distribution, further manufacture, or transporta- 
tion of any petroleum or — products, and any plan, pro- 


_—. agreement, or understanding, whether past, present or 
re, relating thereto 


This opinion of non-violation is given only subject to the express 
reservation of all rights of the United States, unlimited in any way 
by this opinion, to continue to prosecute the action against Stand- 
ard Oil Company of New Jersey and others, pending in the United 
States District Court for the Southern District of New York, Civil 
No. 86-27, in accordance with the Federal Rules of Civil Procedure, 
and to prosecute the charges of such complaint with respect to the 
actions of the defendants therein and any other persons who may 
be added as parties defendant, as to any petroleum and petroleum 
products, including any and all actions dealing with petroleum and 
petroleum products acquired as a result of the consortium, other 
than any action which the preceding paragraphs of the opinion 
state “would not, in itself constitute a violation of the antitrust 
laws, nor create violation of antitrust law not already existing.” 

Sincerely yours,” 


{Attachment | 


CONFIDENTIAL 
“Propose IRANIAN CONSORTIUM PLAN” 


I. The British Government (herein referred to as H.M.G.) and the 
Anglo-Iranian Oil Company (herein referred to as AIOC) on the one 
hand and the Government of Iran on the other have been disputing 
the validity of the Iranian Government's action in purporting (a) to 
cancel the oil concession agreement between the Government and 
AIOC; and (b) to nationalize certain properties of AIOC. The 
United States has long recognized that a settlement of that dispute 
which will provide for the reopening of the Iranian oil industry on 
a sound and permanent basis is vital to its national security. For 
this reason the United States has sought such a solution since the 
inception of the dispute early in 1951. (See NSC Action 454, March 





®The source text is unsigned 
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21, 1951; 473 May 16, 1951; 500 June 27, 1951; 680 November 19, 
1952; 735 March 11, 1953; 875 August 6, 1953; 891 August 27, 1953; 
947 October 29, 1953; 998 December 30, 1953; 1015 January 14, 
1954.)" 

Il. Many, including American oil companies engaged in business 
at home or abroad, have felt that the best solution of the problem 
would be for AIOC to return to Iran alone but H.M.G., AIOC and 
the United States now agree that the Iranian attitude makes such 
a solution impossible. At the same time, H.M.G., AIOC and the 
United States also agree that it might be possible to organize a 
group of oil companies which, in turn, might be able to negotiate a 
sound and permanent settlement. The basic principles of any such 
settlement would: 


(a) Permit a group of companies to negotiate a commercial con- 
tract with Iran; 

(b) Provide compensation to AIOC for such interest it might not 
retain; and 

(c) Not adversely affect existing oil production concessions from 
Governments of oil producing foreign countries. 


III. Consummation of a settlement within the framework of these 
basic principles will be extremely difficult and the final terms 
cannot be foreseen. It is believed, however, that the following 
points will be handled, as indicated: 

1. Composition of the group: The group will consist of AIOC and 
such other oil companies as are approved by H.M.G. and the Gov- 
ernment of Iran as being qualified to contribute to a solution by 
providing capital, and by agreeing to take Iranian crude oil and re- 
fined products and otherwise, with the provisos: 


(a) that approximately five American companies will be approved 
to participate, and actually do participate, in the joint contract (or 
organize a joint company), and 

(b) that the powers of H.M.G. and Iran to give or withhold ap 
proval will not be exercised to establish in advance of approval, or 
require as a condition of approval, with any American ape ve 4 
any conditions, agreements, undertakings or commitments whic 
make impossible compliance, in whole or part, with the provision 
of paragraph III 2ic) hereinbelow, or which affect, or in any 
manner relate to, petroleum operations (either with respect to Ira- 
nian petroleum or petroleum products, or petroleum or petroleum 

ucts of any other origin) outside the AIOC concession area in 
ran by such approved companies, or their affiliates. The relative 
participations by nationalities or companies cannot be foreseen at 
this time. 





"Some of these NSC actions are printed in this compilation. The record copies of 
all these NSC actions are in 8/S-NSC (Miscellaneous) files, lot 66 D 95 
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2. Form of organizations: 

(a) The group would seek contractual arrangements with Iran 
within the framework of the basic principles and such arrange- 
ments might take the form of undivided interests in the contract or 
the organization of a new company to be the contracting party 
with Iran. 

(b) In any case, the group would determine the total production 
and each member would take its proportion (based on capital con- 
tributions) of the Iranian crude oil and products. 

(c) By the provisions of the consortium, each member of the 
group would be free to sell oil and products, at prices individually 
determined by it, to any one, in any market, including sale to any 


party. 

(d) Provision would be made for adjustment of over-and-under- 
liftings in advance of any operations under the joint contract or 
joint company by the group members. 


3. Arrangements with Iran: The contractual arrangements would 
give the group (however organized) effective management of the oil 
operations in and exports from the AIOC concession area in Iran. 
The group would agree to develop the property in accordance with 
sound commercial practices. This probably would mean, in practice, 
that the group would expand or contract production, transportation 
and refining in Iran as economic conditions indicated. All or part 
of the revenue to Iran would be derived by income taxation. 

IV. While, as noted, the question of participations in the group 
has yet to be negotiated it is likely that some or all of the five 
American oil companies which are defendants in the civil suit com- 
menced by the United States in April, 1953 will be invited to par- 
ticipate. It is also likely that any American oil company (including 
but not limited to the five mentioned companies) which did partici- 
pate would find it necessary to reduce temporarily (on an individ- 
ual basis, without agreement, understanding, or combination with 
any other company) its present takings of crude oil and refined 
products from other sources in order to be able to absorb such Ira- 
nian oil as it might take. 

V. The Secretary of State requests the National Security Council 
to obtain an opinion from the Attorney General as to the legality 
of any arrangements which might be made along the foregoing 
lines, including the legality of participation therein by any or all of 
the five mentioned American oil companies. 
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No. 412 
GTi Giles, it 37 D 1M, “NSC 


Memorandum by the Consultant to the Secretary of State (Hoover) 
to the Secretary of State 


TOP SECRET [WasHINcTON,) January 21, 1954. 
Subject: National Security Council Action on Iranian Oil Settle- 
ment 

1. The memoranda and documents presented herewith' are de- 
signed to permit United States petroleum companies to participate 
in the settlement of the Iranian oil controversy without violation of 
the antitrust laws. The proposed actions constitute a necessary im- 
plementation of the action adopted by the National Security Coun- 
cil on January 14. 

2. The first memorandum, “Proposed Iranian Consortium Plan”, 
outlines the broad principles which should permit the companies to 
(a) form an international petroleum organization, (b) negotiate a 
contract with the Government of Iran, and (c) operate the produc- 
ing and refining facilities in that country. It is my understanding 
that the Attorney General is prepared to present an opinion, with 
certain reservations, that the plan as set forth is not in violation of 
the antitrust laws. 

3. It is further proposed that the National Security Council 
should authorize and direct the Secretary of State to inform the ap- 
propriate United States petroleum companies of. 


(a) The sense of the National Security Council action of January 
14, 

(b) The contents of the proposed Iranian consortium plan, 

(c) The opinion of the Attorney General; and further authorize 
and direct the Secretary of State to inform such other persons and 
gove-nments as are appropriate. 





‘References are to Attorney General Brownell’s letter to the NSC, Jan. 20, and its 
attachment (supra), and Cutler's memorandum of Jan. 14 to Brownell informing 
him of NSC Action No. 1015 isee footnote 3, Document 408) 
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No. 413 
GTi files. kat © DIS ws 


Memorandum by the Consultant to the Secretary of State (Hoover) 
to the Secretary of State 


TOP SECRET [WasHINGTON,} January 21, 1954. 
Subject: Iranian Oil Situation 

1. The Iranian oil situation must be considered in its world-wide 
setting, rather than as an isolated problem. 

2. The Western and the Eastern Hemispheres are each essential- 
ly self-supporting and self-contained, at the present time, with re- 
spect to their petroleum requirements. 

3. In the Eastern Hemisphere, the American companies already 
have a substantial surplus of production, and desire to participate 
in the Iranian situation only to facilitate the objectives of national 
security as set forth in the NSC action of January 14, 1954. 

4. In the Western Hemisphere there is also a surplus of petrole- 
um, and there is some fear that existing imports may threaten the 
stability of the industry. Still further imports from the Middle East 
at this time, therefore, are not in the interest of maintaining a 
strong defense position in the Western Hemisphere. 

5. In future years the importation of Middle East crude to the 
US may be necessary, and sources of supply in that area for addi- 
tional American companies are desirable. This may have to be han- 
died separately from the Iranian problem due to the complexities 
already existing in these negotiations. 

6. It is therefore desirable, for the present at least, that Iranian 
oil should flow primarily into its traditional Eastern Hemisphere 
markets, and should not add to the present difficulties in the West- 
ern Hemisphere. Companies participating in an Iranian settlement 
should, if possible, be in a position to: 

(a) Distribute Iranian oil in the Eastern Hemisphere, and 

(b) Proportionately reduce production from other areas in the 
Middle East. The five United States companies now named in the 
Cartel antitrust case are the only ones from this country who meet 


such a criteria, and it is for these reasons that the legal difficulties 
have had to be resolved. 


7. Two major matters of negotiation still remain to be worked 
out, namely: 

(a) The relative participation of the companies making up the 
consortium. This involves difficult problems of prestige between the 
British and Iranian interests, and 


(b) A contract between the consortium and the I:anian Govern- 
ment. This must not only be a sound agreement in itself, but must 
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also set no precedents which would have injurious repercussions in 
other producing countries in either Hemisphere. 


It is expected that the negotiations will now shortly get under way. 





No. 414 


Exsenhower Library Emenhower papers Whaman file 


Memorandum of Discussion at the 181st Meeting of the National 
Security Council, Washington, January 21, 1954" 


TOP SECRET EYES ONLY 


Present at the 18lst Meeting of the National Security Council 
were the President of the United States, presiding; the Secretary of 
State; the Acting Secretary of Defense; the Director, Foreign Oper- 
ations Administration; the Director, Office of Defense Mobilization. 
The Vice President did not attend the meeting because of his ab- 
sence from the city. Also present were the Secretary of the Treas- 
ury; the Attorney General (for Item 6); Mr. Morrison for the Direc- 
tor, Bureau of the Budget; the U.S. Representative to the United 
Nations; the Under Secretary of State; the Acting Secretary of the 
Army and Adm. Duncan for the Secretary of the Navy (for Item 4), 
the Chairman, Joint Chiefs of Staff; Gen. Bolte for the Chief of 
Staff, U.S. Army; the Chief of Staff, U.S. Air Force; and Comman- 
dant, U.S. Marine Corps (for Item 4); Judge Barnes, Assistant At- 
torney General, and Mr. Herbert Hoover, Jr., Department of State 
(for Item 6); the Director of Central Intelligence; the Assistant to 
the President; Robert Cutler and C. D. Jackson, Special Assistants 
to the President; the Deputy Assistant to the President; the Execu- 
tive Secretary, NSC; and the Deputy Executive Secretary, NSC. 

There follows a summary of the discussion at the meeting and 
the main points taken. 

[Here follows discussion of ite:r. 1-5, the meeting of the four 
Foreign Ministers in Berlin, U«: «4d States policy on Berlin, signifi- 
cant world developments affecting United States security, United 
States objectives and courses of action with respect to Southeast 
Asia, and United States objectives and courses of action with re 
spect to Indonesia. } 


‘Drafted by Gleason on Jan. 22 
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6 United States Policy Toward Iran (NSC 5402; NSC Actions Nos. 
1015 and 766-a)* 

Mr. Cutler summarized the Council's action of the previous week 
with respect to the desirability {.vm a national security point of 
view that United States oi] companies participate in an interna- 
tional consortium to purchase Iranian oil. He then indicated that 
at the present meeting the Under Secretary of State would present 
a proposed Iranian consortium plan, and the Attorney General 
would present ar opinion that the participation of US. oil compa- 
nies in the aforementioned plan would not be in violation of the 
anti-trust laws. Mr. Cutler then called on Mr. Hoover to describe 
the proposed Iranian consortium plan. 

Mr. Hoover read two memoranda dated January 21, the first en- 
titled “National Security Council Action on the Iranian Oil Settle 
ment” and the second “The Iranian Oil Situation™* (copies filed in 
the minutes of the I18lst NSC meeting). Thereafter, Mr. Hoover 
outlined the most significant points in the proposed Iranian consor- 
tium plan (copy filed in the minutes of the 18lst NSC meeting)‘ 

At the conclusion of Mr. Hoover's presentation, Mr. Cutler called 
on Admiral Radford for his requested statement on the importance 
to national defense of the above plan from the viewpoint of the De- 
partment of Defense * 

Admiral Radford said that it was almost impossible to overesti- 
mate the importance of an Iranian oil settlement from the point of 
view of national security. The Middle East was the one area in the 
world where we have made no progress in creating reasonable de- 
fense arrangements against Soviet imperialism. It wa» therefore all 
the more important to keep Iran on the side of the free world. The 
key to doing so was an oil settlement. We must get the British to 
go along with us in our plan to achieve this settlement. 

At the conclusion of Admiral Radford’s statement, Mr. Cutler 
called on the Attorney General for his opinion as to the legality of 
the proposed Iranian consortium plan.* 

The Attorney General stated that this opinion, which had al- 
ready been sent to the President,’ had been prepared by Judge 
Barnes and that it gave full clearance to the consortium plan as 





*Por text of NSC 5402, see Decument 408. Por text of NSC Action No. 1015, see 
footnote 3, Document 408 Por text of NSC Action No. 766-a, see footnote 2, Docu- 
ment 35* 

*Decument 412 and supre 

*Reference is to the attachment te Document 41/1! 

*Not found in Department of State files 

*Reference w to Document 4)! 

"Reference is to Attorney General Brownell’s letter to the President, Jan. 21, see 
footnote |, Document 4)! 
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regards the legality of purchases of Iranian oil. This clearance did 
not extend, however, to sales of Iranian oil. The Attorney General 
also noted that the opinion in question relied very heavily on the 
decision at last week’s Council meeting, which Mr. Cutler had men- 
tioned at the outset of the discussion. 

The Attorney General then referred to the pending litigation 
against the American oil companies, and noved that the so-called 
cartel suit would continue to be prosecuted by the Department of 
Justice. 

Mr. Cutler asked Secretary Smith what form of Council action 
was required in the circumstances and in the light of the reports 
which had been presented to the Council by Mr. Hoover and by the 
Attorney General. 

Secretary Smith replied that all that was necessary would be 
that the record show that the Council had noted the proposed Ira- 
nian consortium plan together with the Attorney General's opinion 
as to its legality. But the Attorney General interrupted to say that 
he wished to make a statement to the Council with regard to the 
civil suit against the oil companies, which would, of course, still 
stand. 

The Attorney General was critical of the behavior of the oil com- 
panies, in particular because they had thus far refused to submit to 
the Department of Justice documents which were essential to the 
case. Although two Judges had found that the companies were 
under obligation to submit these documents, the judgment had 
been appealed and the companies were now engaged in a delaying 
action. Accordingly, the Attorney General suggested that participa- 
tion of the American oil companies in the proposed Iranian consor- 
tium plan should be made contingent upon their willingness to 
turn over these documents. 

Secretary Smith said that the first question in his mind was 
whether the companies would be willing to participate in che new 
plan if surrender of these documents were made a condition. Secre- 
tary Smith was reasonably sure that the companies could expect no 
immediate profit from the new plan, and that their participation in 
it would be motivated, at the outset at least, only by concern for 
the national security. 

Secretary Humphrey added that he felt it undesirable for the 
National Security Council to let itself become involved in this 
aspect of the oil problem. 

The President expressed strong agreement with the views of Sec- 
reiaries Smith and Humphrey, and insisted that the probiems of 
the cartel suit and the new consortium be kept wholiy separate 
and distinct. The companies were entering into this plan out of 
concern for the security of the United States, and the President did 
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not think it advisable to place on the companies the condition of 
surrendering the documents. 

The Attorney General said that he accepted the President's 
views readily, but he did wish to point out that considerations of 
national security would require that in due course the Government 
get hold of the documents in question if we were ever to achieve a 
final settlement of the problem occasioned by the impact of the 
anti-trust laws on American companies operating in foreign coun- 
tries exclusively. The Attorney General reminded the Council that 
it had directed him to investigate this problem, and that American 
companies could not be expected to undertake foreign operations 
deemed by the Government to be in the interests of the national 
security if such operations, though exclusively abroad, involved 
them in violation of the anti-trust laws. 

The Attorney General then went into the question of publicity 
regarding the new plan. Secretary Smith thought that no publicity 
should be given the new plan until final arrangements for its im- 
plementation had been completed. The President and Mr. Hoover 
agreed with Secretary Smith, the President adding that determina- 
tion of the appropriate time should rest with the Secretary of 
State. 

The President also expressed his desire that the Council record 
indicate that there was no relation whatsoever between the consor- 
tium plan and the carte! suit. While the heads of many of the oil 
companies were his personal friends, he did not propose to allow 
the American people to be gouged by the price-fixing practices of 
the oil cartel. 

The Attorney General said that he believed it to be ‘prudent to 
take this matter up immediately with the majority and minority 
leaders in Congress, so that a clear understanding of the purposes 
of the Administration could be offered at once. The President ex- 
pressed agreement with this suggestion. 

The National Security Council:* 


a. Noted a memorandum entitled “A Proposed Iranian Consorti- 
um Plan” by the Department of State, as presented by Mr. Herbert 
Hoover, Jr. 

b. Noted a statement emphasizing the importance to national de- 
fense of the above Plan from the viewpoint of the Department of 
Defense, as presented by the Chairman, Joint Chiefs of Staff. 





*Paragraphs a-e and the Note constitute NSC Action No. 1021. (S/S-NSC (Miscel- 
laneous) files, lot 66 D 95, “Record of Actions by the NSC, 1954”) 

NSC Executive Secretary Lay formally transmitted the responsibility for action in 
paragraph d to the Secretary of State for appropriate implementation on Jan. 25. 
(S/P-NSC files, lot 61 D 167, “Iran (NSC 175 and 5402)") 
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©, Satay ge es requested of the Attorney General as to the 

©. aes at Go Teena, the advice of the National Se- 
curity Council contained in NSC Action No. 1015, authorizes and 
eo ee ee 


(1) The American petroleum companies (a) of the 
advice of wr adh Security Council contained in NSC 


Action No. 1015; (b) of the contents of the proposed Iranian 
Spacer Zien gan G oe Che epuaten of Che Aerney Sener. 
al regarding this Plan 

(2) Such other persons, including appropriate members of 
om, ane foreign governments as are appropriate, of this 


e. Noted that the pending civil action in the so-called oil cartel 
case instituted pursuant to NSC Action No. 766-a is an entirely 
ee eee and 

1 continue to be prosecuted by the Department of Justice 


Note: The action in d above subsequently transmitted to the Sec- 
retary of State for appropriate implementation. 
{Here follows discussion of item 7, United States policy towards 
Finland. } 
S. Everett GLEASON 





No. 415 
RRR 2553/1-2654 Telegram 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET PRIORITY Lonpon, January 26, 1954—1 p. m. 


3171. Limit distribution. From Hoover.? Held meeting at Foreign 
Office 25th at which Dixon and Fry, Foreign Office, Maud and 
Butler, Minister Fuel and Power, and Playfair, Treasury, repre- 
sented HMG. Butterworth and Embassy officers attended.* No 
company representatives present. I suggested oil problem be consid- 
ered in following three phases: 

1. Exploratory assessment situation and clearing away prelimi- 
nary obstacles; 

2. Setting up consortium; 

3. Negotiations between consortium and Iran. 





‘Repeated to Tehran. 

*Hoover had returned to London on Jan. 24. 

*The record copy of the minutes of this meeting, is in a folder entitled “Minutes 
of Meetings at Foreign Office on Iranian Oil”, in file 888.2553/4-554 
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British agree with us phase 1 substantially complete. About to 
enter phase 2. Phase 3 should not be entered until second phase 
substantially agreed among companies. 

AIOC preparing invitations which will initiate phase 2. Expect 
talk with AIOC today and that invitations will go out promptly. 

Principal problems in connections second phase are: (a) legal and 
tax aspects influencing form of arrangement, (b) sterling problems 
for American companies, (c) engineering and technical problems 
and (d) relative percentages of participation. Last point complicated 
somewhat by desire Americans to have lowest shares consistent 
with sound solution. In view hesitation US companies argue this 
point and necessity determining participation solely on basis sound 
solution, many aspects of which beyond their capacity assess, I sug- 
gested this matter be settled upon governmental level. British 
promised consider. 

We agreed phase 3 would have three elements: (a) assessment of 
physical facilities Iran bv technical mission under sponsorship 
HMG (though possibility some work in this connection will be 
needed permit decisions in phase 2); (b) a brief assessment of eco- 
nomic, political and social conditions in Iran by partners of AIOC 
which have had no experience there and finally (c) negotiations 
with Iran. 

We touched on compensation question briefly at which point I 
suggested it would be well to avoid punitive element in compensa- 
tion which in American view seemed psychologically bad. | feared, 
however, some AIOC desire in this direction. British seemed in- 
clined to agree though did not commit selves. 

On matter Iran need for interim aid British agree undesirable 
have appearance of putting economic pressure on Iranians. They 
have no desire withhold assistance as had been true during much 
of Mosadeq period. However resources very limited. No Iranian 
funds frozen here and no ability HMG make loan without specific 
parliamentary approval which reluctant to ask. Had hoped US 
would put up cash and HMG would continue rails, locomotives et 
cetera, aid. 

We suggested and British agreed British and ourselves seek iden- 
tify main points of principle on which our companies or govern- 
ments will wish to stand in order that respective governments can 
bear equal brunt of problem presentation such points to 'ranian 
Government. For example, need for effective management was one 
such element. 

We raised question of possible inclusion independents in consorti- 
um noting matter raised by Nemazee and Nakasian. British still 
very doubtful this point desiring keep group to those major compa- 
nies now ME. | warned British also there is probably major prob- 
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lem hidden behind Iran apparent willingness some quarters have 
AIOC major share in consortium since Iranians probably consider- 
ing off-taking share only and not cognizant implied proportionate 
share in effective technical management. In view evident misun- 
derstanding on this point, I emphasized need for clarification. 
British agreed with us as to need to consider what we could tell 
Iranians about forthcoming London talks (paragraphs 1 and 2 Teh- 
ran’s 1623).* 
ALDRICH 





*In telegram 1623, Jan. 25, Ambassador Henderson reported that the previous day 
he had a conversation with the Foreign Minister, who noted that the AIOC was in- 
viting a number of oil companies to a conference in London to make plans for the 
organization of a consortium to negotiate a comprehensive settlement with the Ira- 
nian Government. He hoped that the London meeting would not result in the for- 
mulation of plans and their presentation to Iran as an ultimatum. He also hoped 
the Iranian Government could be kept informed at least of those aspects of the 
plans in which it had a legitimate interest. Henderson suggested that the Foreign 
Minister discuss this matter with the British Chargé, Wright, who would undoubted- 
ly convey the Iranian views to the British Government. The Foreign Minister said 
he would have a talk with Wright. (888 2553/1-2554) 


No. 416 
mee 25581-28554 Telegram 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET PRIORITY Lonpon, January 28, 1954—7 p. m. 


3230. Limit distribution. Noforn. From Hoover. 

1. At conference with Fraser and AIOC officials January 26, invi- 
tations were transmitted to five US companies, Shell and CFP for 
meetings to begin February | in London.” Anticipated discussions 
limited to working levels as top officials not attending. Purposes 
outlined follow: 


a. Legal and tax committee to resume consideration nature of 
corporate vehicle and its domicile to satisfy legal and taxation 
te lems wroblems inhers 8 companies of 4 different nationalities. 

is plus ms inherent operations and sales in sterling area 

resent complex difficulties which must be resolved prior to any so- 
ution. Results are of only incidental interest to Iranian Govern- 
ment but important to industry. 

b. Technical committee to evaluate data in AIOC files on proba- 
ble recoverable reserves together with daily production potentials 





‘Also sent to Tehran 
*A copy of the invi.ation is in GTI files, lot 57 D 155, “Top Secret Mr. Hoover— 
Correspondence—January |, 1954" 
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and expected life each oil field. This also time consuming but nec- 
ay SogS ay paptaee cnneee Ne Cemeaeas a0 Stee Sours 


essary 

of vital significance in later intercompany negotiations. 
mittee also expected organize consortium survey team for prelimi- 
nary examination facilities Abadan and oil fields when practical. 


2. In absence any direct statement by Iranian Government to 
HMG re maximum allowable participation AIOC, companies 
unable negotiate basic problem of relative participations. This pre- 
cludes discussion re more obvious problems such as general man- 
agement policies and personnel, and also other less obvious but 
equally vital re relative capital contributions and resultant off- 
takes. 

3. AIOC perhaps understandably hoping for dominant share for 
prestige, financial and sentimental reasons; and management per- 
sonnel laying plans and expecting return Iran resume essentially 
previous position in fact, even if not in appearance. HMG and 
AIOC assert Iranians have tacitly agreed give AIOC dominant role 
because (a) Iranians have not so far defined AIOC participation at 
less than 50 percent and (b) did not protest Wright's earlier state- 
ment (December 29) that “it would be necessary for AIOC to play a 
major part”. While on one hand AIOC and HMG take official posi- 
tion AIOC must have at least 50 percent, on other, AIOC still in 
effect refuses negotiate and says all discussions re relative partici- 
pation must be “hypothetical.” 

4. From commercial standpoint, US companies desire minimum 
participation for selves and interest only as matter public service 
and attainment sound solution. They do not feel in position contest 
AIOC desire for dominant role although privately express opinion 
AIOC attitude unrealistic. Top US representatives not attending 
meeting February | in view unwillingness AIOC negotiate on basic 
issues. 

5. Shell officials not consulted at any stage by HMG, who appear 
to be backing AIOC exclusively. This notwithstanding Shell prob- 
ably could use crude and products to better advantage than any 
other member; and whose large participation would be in best in- 
terest of HMG sterling position. Shell officials also believe AIOC 
position unrealistic and see no constructive progress until respec- 
tive participations can be negotiated. 

6. Fraser tentatively suggests small top level consortium group 
go Tehran middle February determine desires Iranian Government 
relative participations and other points, then return London con- 
tinue intercompany negotiations. While this might allay Iranian 
suspicions that consortium “prepared ultimatum” (Tehran's 1623),* 





*See footnote 4, supra 
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at same time would give company officials, other than AIOC, first 
opportunity make direct assessment political, economic and social 
conditions Iran. Industry and especially AIOC understandably hesi- 
tant accept evaluation by respective government officials re partici- 
pation in view extreme importance and necessity substantiate to 
director and stockholders. 

7. At Foreign Office meeting scheduled January 29, we propose 
point out present progress effectively stalled by following: (a) HMG 
and AIOC position that Iranian Government approves dominant 
role for AIOC, which approval we believe to be misunderstanding; 
(b) assessment by British Chargé Tehran, promised for early Janu- 
ary, apparently still incomplete; (c) AIOC not willing negotiate rel- 
ative participations except on admittedly “hypothetical” basis they 
receive minimum 50 percent; and (d) limitation of British share to 
AIOC effectively excludes Shell, who appears meet all criteria for 
admittance and are potentially large off-taker. 

8. Further propose point out, in effort expedite solution, US 
adopted virtually heroic measures to: 


(a) Stabilize a friendly government in Iran, 

(b) Advance $45 million grant in aid, 

(c) Support resumption diplomatic relations between HMG and 
Iran, 

(d) Resolve anti-trust situation and obtain cooperation US petro- 
leum industry. 


Additionally, US apparently being expected give still further 
monetary aid to Iran. 

9. We feel that constructive action by HMG is indicated since 
status of negotiations is still approximately where it was when dip- 
lomatic relations were resumed 45 days ago. 

10. Comments or instructions from Department and Ambassador 
Henderson appreciated by 3 p. m. local time January 29 if possi- 
ble.* 

ALDRICH 





*The Department responded on Jan. 29 that it fully supported the line Hoover 
was proposing to take with the British as outlined in paragraphs 7, 8, and 9 of tele- 
gram 3230 from London. The Department informed Hoover that he could report, in 
the meeting scheduled for Jan. 29, that the highest levels of the U.S. Government 
were deeply interested in the development of the present favorable situation and 
that the United States had risked much to help create the present opportunities and 
would be disturbed if this situation were not exploited to the maximum because of 
unreasonable or inflexible attitudes on the part of the AIOC regarding their own 
participation in fuiure Iranian oil operations. (Telegram 3906; 888.2553/1- 2854) In 
telegram 325! from London, Jan. 29, Hoover reported on that day's meeting with 
the British inuicating that the British and AIOC positions remained firm. (888.2553/ 
1-3054) 
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No. 417 
SAA 25531-2953 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET NIACT TEHRAN, January 29, 1954—1 p. m. 


1659. Noforn. For Hoover. 

1. | do not understand precisely why Foreign Minister thus far 
has not frankly told Wright what he has told me, that is that [rani- 
an Government would not wish any single company to have as 
much as 50 percent shares in consortium (London telegram 132, 
January 29 [28], paragraph 7 Department 3230). Foreign Minister 
told me on January 27 that during afternoon that day he would in- 
formally discuss with oil policy group message which Wright had 
given him on January 23. I asked Foreign Minister if he had as yet 
asked Wright meaning of words “in which AIOC would have an ap- 
propriate share’. He replied he had preferred not to discuss with 
Wright specific points that message until he had opportunity talk 
with Prime Minister and other members Cabinet. It his intention 
discuss message further with Wright morning January 30. Foreign 
Minister told me by telephone this morning he still planned talk 
with Wright January 30. I cannot be sure that during this conver- 
sation he will raise point re amount AIOC participation. I believe, 
however, he still of opinion expressed to us last fall that no compa 
ny should own as much as 50 percent of shares. If British in 
London continue insist Iran is prepared agree AIOC have 50 per- 
cent participation you might care state that both Prime Minister 
and Foreign Minister were quite explicit last fall in stating their 
views in this regard and suggest that Wright be instructed to 
obtain clarification in order make sure plans for organization con- 
sortium would not be formulated on false assumption. ? 

2. Re paragraph 6, reference London telegram. In our opinion it 
would be unfortunate if “small top-level consortium group” domi- 
nated by AIOC should come to Iran wo determine desires Iranian 
Government re participation and otner points. Such group might 
present Iranian Government with AIOC views rather than with 
those of other member companies and of HMG. Group thus domi- 
nated might make bad impression on Iranian public and discourage 





‘Sent to London as telegram 519 and repeated to the Department 

*Ambassador Henderson informed Hoover in telegram 523, repeated to the De- 
partment as 1668, Jan. 30, that Foreign Minister Entezam that morning had told 
him that he, Entezam had not informed Wright that the Iranian Government did 
not wish any single company to have as much as W percent participation in the 
consortium because neither the Shah nor the Prime Minister had authorized him to 
disclose this information. (888.2553/1-3054) 
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Iranian circles including members government who are anxious 
find reasonable and durable solution. Certainly Fraser or a person 
of his type should not head group this kind. It would be preferable 
if head could be UK Government official prepared give consider- 
ation to all factors involved. 

3. We hope not necessary indicate too much annoyance re fact 
Wright spoke to Government Iran re additional US budgetary sup- 
port. We believe he trying cooperate loyally with us and merely 
made mistake judgment (Deptel 3906 to London).* 

HENDERSON 





*5n telegram 3906, Jan. 29, the Department informed Hoover that he could ex- 
press the Department's annoyance that Wright had informed the Iranian Govern- 
ment that the British Government had approved of the United States possibly pro 
viding additional budgetary support to Iran in the absence of an oil settlement. As 
the Department was uncertain of finding funds to meet such an eventuality, 
Wright's statement could prove extremely embarrassing (Telegram 3906, repeated 
to Tehran as 1619; 888.2553/ 11-2854) 


No. 418 
44a 2558/2-34 Telegram 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET PRIORITY Lonpon, February 3, 1954—7 p. m. 


3314. Limit distribution. From Hoover. At several smal! meetings 
this week involving Sir Harold Caccia (replacing Sir Pierson Dixon 
at Foreign Office effective February 1) and/or Maud of Ministry 
Fuel and Power on HMG side, and Butterworth and/or Hoover on 
US side, present situation appears following: 


1. Official attitude HMG and AIOC continues that (a) AIOC 
should have minimum 50 per cent participation in consortium with 
tacit assumption of dominance in management, and (b) that consor- 
tium negotiating team headed by AIOC should go Tehran in ap- 
proximate! , Henna month to start final negotiations with Iran Gov- 
ernment rmine simultaneously (1) maximum participation 
AIOC may obtain and (2) other remaining terms of agreement. 

2. Some encouraging indications that HMG considering modifica- 
tion above attitude, but action by no means certain since such 
change would require Cabinet decision. 

3. Caccia and Maud appeared attach considerable significance 
our statements that US Government did not desire (a) to reduce 
participation of AIOC for purpose of obtaining greater share for US 





‘Repeated to Tehran 
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ong ane (b) that US companies should have larger share 
t A 

4. | considering return Washington next few days, unless advised 
contrary, for purpose discussion US position and future policies 
with Department and heads US companies. 


ALDRICH 


No. 419 
we Vi~v ; Tebow afr 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY Tenran, February 5, 1954—5 p. m. 


1719. Deptel 1650, Embtel 1568,” Tousfo 845, Tousfo A-634.* 

1. Both Embassy and OMI deeply regret learn from Deptel 1650 
February 2 that Washington has found that only $6 million could 
be made available for additional emergency assistance Iran during 
remainder current fiscal year although we not surprised since we 
have realized that such aid as has already been extended to Iran 
has placed great strain on available appropriations. However anal- 
ysis your paragraph 4 indication $9 million available from aid dol- 
lars in note cover plus $6 million new aid would meet $15 million 
required appears based on misunderstanding ovr assumptions re- 
flected Embtels 1568 and Tousfo 845. We and Iran Government al- 
ready counting on use rials derived from sale aid dollars now in 
note cover at rate 83.7 rials per dollar (see joint planning table for- 
warded Tousfo A-634) 

2. We somewhat encouraged by paragraph 5 reference telegram 
indicating that State and FOA will constantly review question 
availabilities versus commitments and that by about May agencies 
will be in better position evaluate various contingency needs NEA 
areas. We now revising estimates to show probable effects addition 
$6 million in place of $15 million requested. Major uncertainties 
continue make forecasts hazardous. Will keep you currently in- 
formed. 

3. We earnestly recommend that additional $6 million be ex- 
tended as grant and not as loan. Despite our repeated injunctions 
to Iran Government that it should not expect emergency aid from 
US in addition to that already extended Shah and members gov- 
ernment as well as political circles backing government had been 





‘Passed to PFOA and Treasury 
‘Dated Feb. 2 and Jan. 16, neither printed. (788.5 MSP/1-1654) 
"Neither found in Department of State files 
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placing reliance upon continued US support until Iran would be in 
position carry on effectively without such support. Announcement 
that Iran can be assured of only $6 million additional aid even 
though progress direction oil settlement much slower than had 
been originally anticipated almost sure therefore in spite our best 
efforts create impression on Iran Government and public that US 
determination see Iran through difficult crisis in which it still finds 
itself is beginning to weaken. If we should propose that this $6 mil- 
lion be in form loan rather than grant this impression would be 
greatly strengthened. We can argue that US Government not able 
advance funds in excess amounts appropriated. It would be some- 
what more difficult to explain why attitude US Government 
toward Iran has changed to such extent that whereas we previous- 
ly willing give aid in form grant we now prepared offer such funds 
as are available only as loan. Furthermore loan must be approved 
by Majlis. We doubt if Iran Government would be willing ask 
Majlis approval of US loan so small! as $6 million. If it should do so 
feelings of disappointment might run so high in Majlis that govern- 
ment would be compelled to resign. 

4. Suggest that we be authorized inform Iran Government that 
although US would like assist Iran carry on until such time as rev- 
enues begin to accrue from oil it finds to its regret it has available 
for additional aid to Iran only $6 million from funds appropriated 
by the Congress. US Government hopes however that iran Govern- 
ment with additional $6 million augmented by such further funds 
as it might realize from aid dollars in note reserve and other 
sources will be able to carry on until oil settlement is achieved.‘ 

5. Believe modest publicity only should be given decision re addi- 
tional $6 million. In fact would be preferable if publicity could 
come for most part from Iran Government itself.® 

6. Any information which might give me US attitude re Export 
Import Bank loan would be helpful. Matter has not been raised of 
late by Iran Government and | do not intend discuss it unless 





*On Feb. 11 the Department informed the Embassy that it agreed with the Em 
bassy recommendation that $6 million should be a grant rather than a loan, and 
that the Iranians could be informed along the lines suggested in paragraph 4 of tele 
gram 1719 from Tehran. The Department also sought to reassure the Embassy that 
the Department intended to continue to evaluate Iran's needs and to measure them 
against availabilities. (Telegram 1706, 788.5 MSP/2-554) 

‘On Feb. 13 the Department informed the Embassy in Tehran that it agreed with 
the Embassy's recommendation in paragraph 5 of telegram 1719. (Telegram 172! 
788.5 MSP/2-554) 
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pressed. | assume Ambassador Entezam and Nemazee wil! initiate 
discussions on arrival Washington later in month.* 





appreciative, although, Rountree said, it was clear that 
amount. (Telegram 1772; 788.5 MSP/2-1554) 


No. 420 
Dh 2-54 Telegram 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


TOP SECRET PRIORITY Lonpon, February 5, 1954—4 p. m. 


3351. Limit distribution. From Hoover. 

1. Re Berlin's Secto 75 to Department, repeated London 115.” 

2. Conversation between Secretary and Eden re difficulties en- 
countered in Iranian oil situation appears most timely and gives 
hope that HMG and AIOC will not prove inflexible re matter 50% 
interest for AIOC. 

2. If opportunities arise Secrelary may wish assure Eden that US 
does not desire reduce AIOC interest for purpose increasing share 
of US companies, and that US does not believe US companies 
should have larger share than AIOC. 

4. This presents possibility of AIOC and US companies having 
equal shares and that Shell, which is generally regarded as British 
concern and in which there is large private British investments, 





‘Sent priority to Berlin for Merchant as telegram %2 and repeated to the Depart- 
ment and Tehran 

*Secretary Dulles informed the Department in this telegram dated Feb. 3 that he 
had a conversation with Foreign Secretary Eden, during which Eden made the ob 
servation that the situation in Iran was much improved. Dulles agreed, but went on 
to say that there were still great difficulties to overcome, that an early settlement of 
the oil issue was vital, and that he did not think it certain that the AIOC would be 
able to maintain its position that it had to have a 50 percent interest in the new 
consortium. He urged that AIOC accept less than 50 percent. Eden had replied that 
it would be very difficult for AIOC to accept less than 50 percent participation, as 
the United Kingdom would be left open to the charge that the oil companies were 
taking over the AIOC position in Iran. Dulles replied that thie was absurd in view of 
the fact that the American oi] companies were reluctant to participate in a consorti- 
um in the first place. Eden agreed bul said that public opinion was difficult. (Confer- 
ence files, lot 60 D 627, CF 210) 

Secretary Dulles was in Berlin as head of the US. Delegation to the Four-Power 
Conference 








TRAN, 1952-1954 921 


could become a substantial third partner. Such a solution should be 
acceptable to British public opinion, inasmuch as AIOC and Shell 
combined would have more than a majority interest. 

5. Such a solution would be more defensible before Iranian public 
opinion than domination by AIOC alone, due to large Dutch inter- 
est in Shell. 

6. From long term viewpoint we also believe such a solution ad- 
vantageous because combined judgments of at least two groups 
would be required for the formulation of policy 

ALDRICH 


No. 421 


Memorandum by the Director of the Office of Greek, Turkish, and 
Iranian Affairs (Richards) to the Assistant Secretary of State for 
Near Eastern, South Asian, and African Affairs (Byroade)' 


SECRET WasnincTon, February 10, 1954. 
Subject: Export-Import Bank Loan for Iran. 


You will recall that Iran recently inquired whether the U.S. was 
prepared to activate an Export-Import Bank loan before the actual 
conclusion of an oil settlement.* Following this, Ambassador Hen- 
derson was asked whether or not a loan at this time would lessen 
the incentive for the Iranians to conclude an oil settlement (Deptel 
1673).2 Ambassador Henderson in replying (Embtel 1734)* argues 
in favor of extending the loan now, pointing out the psychological 
advantages of demonstrating that we are not applying pressure 
against Iran at the time when an oil settlement is under negotia- 
tion and that we are not weakening in our resolve to support the 
present Iranian Government. From an economic standpoint he 
points out the advantages of minimizing delays in actually accom- 
plishing projects by getting started at once. He concludes that ex- 
tension of the subject loan would not lessen the incentive for the 
Iranians to resolve the oil controversy 

On the other hand, Mr. Herbert Hoover, Jr. has indicated that 
while he has no strong feelings about the loan, he is “mildly op 


‘Drafted by R. B. Crow! of GT! 

"The Embassy in Tehran reported this request in telegram 1470, Jan. 6. (88%.10/1- 
654) 

*Not printed. (#88 10/1654) 

*Not printed (8 10/2-854) 
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posed” on the grounds that it is not designed to meet Iran's present 
need 


Recent experience with this problem leads us to believe that 
unless NEA is prepared to present a strong case in favor of extend- 
ing an Export-Import Bank loan now, we are unlikely to make 
much progress in the matter. One difficulty is that Treasury is op 
posed, as a matter of general principle, to the Export-Import Bank 
granting any more development loans except in unusual circum- 
stances. | would appreciate your views as to whether you are in- 
clined to endorse presenting the Iranian case as exceptional for 
warranting an Export-Import Bank loan.* 





*The following handwritten response to this final sentence appears on the source 
text: “Yee—I think we should try. Biyroade!” 


No. 422 
Editorial Note 


On February 11, the National Security Council, at its 184th 
meeting, discussed several topics, one of which was United States 
policy toward Iran. As a result of this discussion, the National Se- 
curity Council adopted the following statement as NSC Action No. 


1039. 


“Discussed the subject in the light of an oral report by the Secre- 
tary of the Treasury on the status of negotiations with the British 
for implementation of the proposed Plan referred to in NSC Action 
No. 1021; and agreed that, in the national security interest, the 
United States Government should maintain a firm position in sup 
port of the Plan in order to achieve a prompt settlement of the Ira- 
nian oil controversy.” (S/S-NSC (Miscellaneous) files, lot 66 D 95, 
“Record of Actions by the NSC, 1954”) 


For text of NSC Action No. 1021, see footnote 8, Document 414 
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No. 423 


AR 25532-1554 Tetegraem 


The Acting Secretary of State to the Secretary of State, at Berlin' 


TOP SECRET WASHINGTON, February 15, 1954—7:22 p. m. 
PRIORITY 

Tedu! 50. Limit distribution. 

1. Department hopes be in position this week instruct Embassy 
London present joint views US Government Cabinet level and US 
companies on number important aspects position Iranian oil settle- 
ment to UK Government. Included very importantly in this presen- 
tation will be points that US Government and companies feel ques- 
tion of percentage participation should be worked out Government 
level and that US Government deeply regrets must firmly reject 
British position AIOC should have as much as 50% participation. 

2. Hope you can have further talk with Eden before leaving 
Berlin indicating US Government backs position US companies 
that participation must be worked out Government to Government. 
US companies are reluctant to participate and are doing so solely 
in interest of contributing to sound solution at invitation AIOC and 
at urging of US Government. They feel that they themselves in no 
position evaluate sound solution, especially from Iranian stand- 
point. US Government supports their position this question and ac- 
cepts responsibility for determining percentages participation in 
view fact this not ordinary commercial negotiation. 

3. On matter size AIOC participation US Government feels AIOC 
participation as large as 50% would place in hands of opposition 
present Iranian Government powerful weapon against reaching a 
solution or carrying out an operating program effectively thereaf- 
ter. US Government feels strongly this added and unnecessary risk 
should not be assumed. US Government could not urge US compa- 
nies participate under arrangements which would give AIOC such 
a dominant role. In presenting this position you may wish empha- 
size to Eden that in no sense should it be interpreted as desire of 
US Government or US companies to control or dominate. There is 
no desire for US interest larger than that AIOC. Furthermore, US 
would not object to total British interest over 50% accomplished, 
for instance, by association in venture of Shell. This position should 
jorestall any British public or Parliamentary feeling that this is 
effort obtain US dominarice enterprise. This, it seems to us, is the 
important point to sell to Eden. Our position AIOC percentage par- 





‘Repeated to London and Tehran Drafted by Raynor and Hoover, cleared by 
Richards and Byroade, and signed by Richards 
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ticipation based solely on consideration Iranian political factors 
which we believe overriding. Were AIOC to have as much as 0% 
in consortium this would certainly be regarded generally in Iran as 
merely cloak for return of AIOC to Persia and would become focal 
point for Tudeh and communist propaganda. 

4. FYI. Our initial suggestion to UK Government will probably 
be magnitude of 35% each for AIOC and US companies with re- 
maining 30% to shell. US willing accept 40% each for AIOC and 
US companies with remaining 20% to Shell, but placing initial sug- 
gestion lower in view apparent UK desire to trade on all! points. 
Above suggestions made on assumption French interest would not 
exceed one or two percent, and would be taken from AIOC or Shell 
share. End FYI? 

SmiTH 





*The Department informed the Secretary in Berlin, on Feb. 17 that it had not as 
yet made the represerations contained in Tedul 5 to the British. The Department 
was waiting until it was informed of Eden's reactions. (Tosec 160; 48 2553/2-1754) 


No. 424 


Conference files, lot 660 DOD. CF 215 


Memorandum by the Assistant Secretary of State for European 
Affairs (Merchant) to the Secretary of State' 


TOP SECRET [Beruin,} February 16, 1954. 
Subject: Iranian Oil Settlement 


It is likely that this week the views of the United States Govern- 
ment and the American oil companies wil! be presented to the Brit- 
ish Government on an Iranian oil settlement. We consider that the 
question of percentage participation of the companies should be 
worked out on the government level and reject most firmly the 
British position that the Anglo-lranian Oil Company should have 
50 per cent participation. We feel this would place in the hands of 
the opposition in Iran a powerful weapon against reaching agree- 
ment, and we could not urge American companies’ participation 
under arrangements which would give the AIOC such a dominant 
role. We do not wish to control or dominate. We would not object to 
a total British interest of over 50 per cent, accomplished by an as- 
sociation in venture of the Shell Company. We believe this is an 
important point to sell to Eden. Our main concern is that if AIOC 
were to have as much as 50 per cent participation in the consorti- 





‘Drafted by Edward Page of the US. Delegation at the Berlin Conference 
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um, this would be regarded in Iran as a cloak for the return of 
AIOC to Persia, a fact the Communists would play up. 

The Department suggests you talk to Eden on the above matter 
indicating that the US Government backs up the position of the 
American companies that percentage must be worked out on a gov- 
ernment level. The companies are reluctant to participate and are 
doing so solely in the interest of contributing to a sound solution. 
They feel that they themselves are in no position to evaluate such 
a solution, especially from the Iranian standpoint. We support 
their position and accept responsibility for determining percentage 
participation. We consider this no ordinary commercial negotia- 
tion.” 

LTM 





"The following handwritten notation «ppears on the source text “Sec saw 
Rioderic} O'Clonner!”’ 


No. 425 


SAA 2558 2 18 Tebegran 


The Acting Secretary of State to the Embassy in Iran 


TOP SECRET WASHINGTON, February 18, 1954—-6:47 p. m 


1745. Limit distribution. Following is report Secretary's conversa 
tion with Eden Feb 17 Berlin: 


Iran. I said I did not think Anglo-Iranian could hold 50 per cent 
position. We were not trying to get larger US position, but only 
trying to meet political realities in Iran. Eden said that he had 
thought 50 per cent probably unobtainable, but hoped to get as 
close to this as possible with position for Dutch Shell. I emphasized 
US companies were not themselves seeking large participation, but 
only going along at Government request and that our judgment 
would be entirely a political judgment based on estimate Iran situ 
ation. 


SMITH 
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No. 426 


AAR 2554/2194 Telegram 


The Acting Secretary of State to the Embassy in Iran' 


TOP SECRET WASHINGTON, February 19, 1954—12:34 p. m. 
PRIORITY 


1749. Limited distribution. Following Aide-Memoire handed Brit- 
ish Ambassador morning of February 19: 

“1. During recent discussions in London, Mr. Herbert Hoover, Jr. 
received in effect the following British proposals: 


A. The principals of United States companies should come to 
London soon to negotiate with the AIOC percentages of participa- 
tion as well as management, investment and other key factors rela- 
tive to establishment of Iranian oil consortium. 

B. As soon as possible thereafter, group of consortium represent- 
atives would go to Iran for definitive negotiations with Iranian 
Government, such negotiations to determine, among other things, 
respective apo, 7 participation of members, including maxi- 
mum interest by AIOC which would be acceptable in Iran. 


2. Foregoing proposals have been considered by US Government 
at Cabinet level and have been discussed with US companies con- 
cerned. Following reflects firm position of US Government on 
above two points: 


A. US Government does not feel US companies are in position to 
bargain with AIOC on matter percentages. US companies have 
been invited to participate in consortium by AIOC and have been 
urged to do so by US Government. They have no commercial desire 
participate and will do so solely in interest of contributing to sound 
solution in Iran and to improvement of international situation in 
Middle East. 

B. In absence of firm agreement on percentages of participation, 
US Government does not feel US companies can join in definitive 
negotiations with Iranian Government without risking serious mis- 
understandings, thereby weakening solid front that will be neces- 
sary if successful negotiations are to be carried out. US Govern- 
ment believes that such misunderstandings might well jeopardize 
firm relationships which must exist between US and UK in Iran, 
and are so necessary to successful solution of this problem as well 
as to stability of entire Middle East. 


3. Until matter of percentage of participation is determined upon 
some basis which all parties can fully support, US Government 
feels that it is not feasible (a) for principals of US companies to ne- 
gotiate certain additional points necessary to set up consortium or 
(b) for consortium to undertake final negotiations with Iranian 





‘Repeated to London 
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Government in Tehran. US Government has therefore suggested to 
principals of US companies that they should not go to London for 
meetings tentatively scheduled for February 22 until matter of per- 
centage participation has been resolved. 

4. US Government considers that agreement on percentage of 
participation in consortium should be reached at governmental 
levels for reasons set forth in paragraph 2(A) above and in view of 
fact that this is not ordinary commercial negotiation. 

5. US Government is aware of views of British Government that 
AIOC should have 50 percent interest in venture. US Government 
deeply regrets that it is unable support this position as it feels that 
such a percentage would gratuitously place in hands of opponents 
of present Iranian Government powerful weapon against consum- 
mation of satisfactory agreement, and its subsequent approval by 
Majlis. Furthermore, even if agreement could be reached and rati- 
fied on that basis, US Government has most serious doubts, in light 
of its inevitable distortion by Iranian demagogues, that it would 
endure over period of years to degree which would permit effective 
operations. US Government feels that this added and unnecessary 
risk should not be run and accordingly cannot urge US companies 
participate under arrangement which it feels would inevitably 
invite most serious repercussions 

6. US Government wishes emphasize that foregoing should in no 
sense be interpreted as desire on its part or on part of US compa- 
nies to control or dominate proposed operations in Iran. There is 
no desire have larger US interest than that of AIOC. Furthermore, 
US would not oppose total British interest of over 50 percent ac- 
complished by associating Shell in venture, and would in fact be 
prepared to support such an arrangement with Iranian Govern- 
ment. US believes that this position should forestall any British 
public or Parliamentary feeling that there is an effort to obtain US 
dominance in enterprise. Position of US as regards percentage par- 
ticipation by AIOC based on considerations of Iranian political fac- 
tors which are believed to be completely overriding in this matter. 
Such arrangement would become focal point for Tudeh and com- 
munist propaganda on one hand, together with that of extreme na- 
tionalists on other. US Government feels that oil settlement must 
be one which will be conducive to developing stability in Iran 
which it regards as of utmost importance in view of constant Soviet 
threat. 

7. To accomplish desired results, US suggests percentage partici- 
pation of magnitude of 35 percent by AIOC, 30 percent by Shell, 
and 35 percent total by US companies 

8. US Government fully shares concern of Government of UK 
that oil settlement should be pressed at earliest possible moment 
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It is believed highly desirably that Prime Minister Zahedi be in po- 
sition present oil agreement acceptable to Iranian public for formal 
approval early in new session of Majlis. 

9. US Government therefore hopes question of participation may 
be settled promptly at government level in order that principals of 
US companies may be in position proceed London near future to 
resolve other outstanding questions.”’? 

SMITH 





*On Feb. 19 the Department informed the Embassy that, when handing the aide 
memoire to the British Ambassador, the Acting Secretary emphasized that the US 
position had been the subject of extended discussons in the US. Government, in 
cluding the Cabinet and the NSC, and that the US. position was firm. (Telegram 
4285 to London, 888.2553/2-1954) 


No. 427 


The Acting Secretary of State to the Embassy in Iran' 


TOP SECRET WasHIncTon, February 19, 1954—3:15 p.m. 
1751. A. New NSC policy on Iran states: 


(1) US grant military aid is designed to 


“(a) improve ability Iranian armed forces maintain internal 
security and provide some resistance to external aggression, 
and 

“(b) enhance prestige of monarchy and morale Iranian Gov- 
ernment and military services.” 


(2) Amount and rate of such military aid to Iran should take into 
acovunt 


“(a) attitude of Iran with regard to this aid and with regard 
to political, economic and military cooperation with free world 
including Turkey, Pakistan and possibly Iraq, and 

“(b) Iran's ability satisfactorily to absorb military equipment 
and training and its willingness at an appropriate time to for- 
malize necessary contracts for military aid and training.” 


(3) In addition, NSC policy states Iran should be encouraged “to 
enter into military cooperation with its neighbors as feasible, and 
to participate in any regional defense arrangement which may be 
developed for the Middle East.’’* 


‘Drafted by Ben F. Dixon, NEA, and Richards. Signed by Byroade after being 
cleared with Robert B. Black, Fretchling, and Colonel Gordon of the Department of 
Defense 

*These quotations are from NSC 5102, Document 403 
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B. You are authorized use substance foregoing in answer Shah's 
inquiry as to future Iranian forces. You may find it convenient ap- 
proach Shah shortly after issuance Turk-Pak communiqué and an- 
nouncement US intention provide military aid Pakistan this con- 
text. (We anticipate making announcement military aid to Paki- 
stan about February 25* and you should approach Shah re subject 
this tel immediately thereafter, see Depte! 1722* for background in- 
formation.) Referring these developments, you may wish point out 
that delay in reply Shah’s query due extended study Iranian securi- 
ty problem as part of general security problem of area and rela- 
tionship American military aid thereto. While Department consid- 
ers you in best position decide manner presentation revised US 
views on Iran to Shah, you may wish consider following approach: 

(1) US view at highest level is that Iranian armed forces should 
develop some capabilities beyond those strictly required for inter- 
nal security. UK concurs in this view. 

(2) Although funds limited and inadequate meet urgent needs 
throughout world, US prepared grant Iran certain additional mili- 
tary assistance scope of which should be described in terms of end- 
items and training (recommendations from you and McClure will 
be basis for decision as to what buildup including armament, equip- 
ment and training seems feasible and desirable). 

(3) However, believe that continued acquisition of heavy arma- 
ment and equipment cannot within foreseeable future enable Iran 
alone to withstand outside aggression. We inclined believe only 
really feasible means for Iran to counter outside aggression or for- 
ward security interests is through joining hands with neighboring 
countries in coordinating defenses of area. 


C. FYI only, it was recently decided to earmark an additional $19 
million to existing military aid program for Iran. Of this amount 
$5 million wis taken for “morale” needs now being provided. Re- 
maining $14 million tentatively scheduled to be programmed for 
purposes set forth in B(2) above. The additional funds will permit 
some expansion, but on scale substantially less than has been rec- 
ommended. Except for small amount to be provided for continuing 
maintenance of existing program, foregoing represents entirety of 
funds presently contemplated for Iranian military assistance pro- 
gram. Whether or not further funds for expansion might ultimate- 
ly be approved or requested from Congress would most probably 
depend upon: 





*For text of the Turkey-Pakistan communiqué of Feb. 19, see Department of 
State Bulletin, Mar. |, 1954, p. 327 

*For text of President Eisenhower's statement of Feb. 25, see ibid, Mar. 15, 1954, 
p. 401 

*Not printed. (782.5/2-1354) 
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(1) absorption of aid rendered and valid and justifiable new plan- 
"'® pronty of new prop 


2 Sey © Gee peas Ser an ageless ae eter ems Ne 
assistance around world, 


et degree of attainment of stability by Iranian Government in- 
cluding resolution of important internal problems, 

(4) trentan abil of in area defense arrangements plus demonstrated 

effectively to progress in developing military capa- 
bility to mene) aoe effectively in regional defenses. 

D. We fully realize it presently premature press for Iranian 
agreement join area defense arrangements, but in conversation 
with Shah you should make it apparent US interest in regional de- 
fense arrangements will influence decision regarding future mili- 
tary aid beyond program presently contemplated for Iran. 

E. With reference A (2) (b) above, would appreciate your com- 
ments regarding possibility use aid funds encourage Iranian Gov- 
ernment “formalize necessary contracts for military aid and train- 
ing.” 

F. Regarding B (1) above, British doubt that really effective lrani- 
an forces could be developed, but believe nevertheless that in addi- 
tion to internal security forces Iran should develop small highly 
mobile commando-type units for delaying harassing operations in 
northwest. 

Pertinent points foregoing communicated to British Embassy 
Washington.® 

SMITH 





*On Feb. 20 the Department instructed the Embassy in Tehran to withhold action 
on approaching une Shah until the Department sent further instructions. The Brit- 
ish desired ad‘ itional time to consider the matter further. (Telegram 1761; 784 .5/2- 
2054) 


No. 428 
Whe 2553/2-2404 Telewra 


The Secretary of State to the Embassy in the United Kingdom' 


TOP SECRET WASHINGTON, February 23, 1954—6:03 p. m. 
PRIORITY 

4334. Limited distribution. Following aide-memoire handed to 
Secretary of State by British Ambassador February 23: 


“It was proposed, in aide-memoire handed to Sir Roger Makins 
by General Bedell Smith on February 19, that the shares to be held 





‘Repeated to Tehran 








view that companies should be left 

tages of their participation on commercial rather 

national basis. Since however they share view of US Govern- 
as little delay as possible before ia- 

opened with Persian Government, they are y to 


ts. 

3. It is understood that agreement would be subject to subse- 
quent ——- by companies, other than AIOC who have already 
been consulted. 

4. HMG are willing to agree that share of AIOC should be less 
than 50 percent. provided that arrangements to be made for com- 
pensation are satisfactory and provided that US companies in ag- 
gregate do not hold larger share than AIOC. 

5. HMG consider that it is necessary, at outset, to offer equal 
shares to all other participating companies. 

6. As means of putting these principles into effect, HMG suggest 
that AIOC should hold a 44 percent share in consortium and each 
of other seven companies share of § percent. Should any of compa- 
nies not wish to take up full share offered to it, remainder could be 
allocated to other — subject to maintenance of principle 
stated in paragraph 4 e. 

7. If proposal is acce le to US Government, UK Government 
hope that principals of US companies will leave for London as soon 
as possible in order that negotiations between members of consorti- 
um may be completed.” 


DULLES 


No. 429 


» 2 2404 letegram 


The Secretary of State to the Embassy in the United Kingdom' 


TOP SECRET WasHINGTON, February 24, 1954—7:01 p. m 
PRIORITY 


4365. Limited distribution. Department considering making fol- 
lowing points re Iran oil to British Ambassador 11 AM February 
25: 

“1. US Government, considering situation in Iran, and bearing in 
mind particularly importance of reaching oi! settlement that will 


be durable, feels that its original proposal in its Aide-Memoire of 
February 19 is sound. 


‘Also sent to Tehran. Drafted by Hoover and Raynor and signed by Richards after 
being cleared in substance by Byroade 
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2. i cusses setaipitien Gr Ait however, US Government pre 


ernment would find it difficult 
to enter into arrangement > would have more 
than 40 percent participation 

3. US Government is agreeable to suggestion in British Aide-Mé- 
moire of February 23 that American companies participate to 
extent of total of 40 percent. 

4. As to remaining 20 percent, US would hope that most of this 
could be taken by Shell, thus increasing British share. US Govern- 
ment has been led to believe that French not interested in appre 
ciable position. US Government would like to know proposed par- 
ticipation by French and Shell interests before urging that Ameri- 
can companies participate. 

5. If agreement can be reached as indicated above, principals of 
US companies will be ready at once proceed London to go into 
other questions, such as compensation, sterling-dollar oil, arrange- 
ments for operating in Iran, etc. 

6. Mr. Hoover would also be available to go London for discus- 
sions if his presence should be desired.” 


Your immediate comments welcome ” 


“On Feb 22 the Embassies in London and Tehran concurred in the proposed reply 
to the British Ambassador (Telegrams 9654 from London and 1830 from Tehran; 
both SA). 2554/2- 2554) 

The Department informed the Embassy in Londen on Feb. 25 that Under Secre 
tary Seth saw Britieh Ambassador Makine on that day and made all the points 
contarmed on telegram 4965 Senuth stressed that the United States wanted the over 
all mitial allocation of 40 percent to American companies to be a general propos 
tron rather than « direct allocation in equal amounts te the consortium partici 
pants, as it was unclear whether or not the American companies wished to partici 
pate equally The Under Secretary, among other things, also stressed that the U 5 
position regardong #0 percent participation im the consortium was firm (Telegram 
4378 to London, repeated to Tehran as 1775, S8A.2558/2- 2554) 
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No. 430 
+1 Tetegram 


The Acting Secretary of State to the Embassy in Iran‘ 


TOP SECRET NIACT Wasnincton, March 1, 1954—7:16 p. m. 


1798. 1. Re Deptel 1782 rptd info London 4405" if you have not 
yet made appointment with Shah, prefer you hold up until further 
instructions because of continuing conversations with British. 

2. In our discussions with British here, we have found it useful to 
seek agreement upon following informal memorandum which is 
transmitted for your information. We do not consider form or 
phrasing this memo need alter your presentation of problem to 
Shah in any substantial way from instructions in previous reftels: 


“It is suggested that the Shah may be told 

(a) US and UK agree that the Iranian armed forces, while bear- 
ing in mind the need to stabilize Iran's economy, should develop 
some capabilities beyond those strictly required for internal securi- 
ty 


(b) our future attitude regarding an increase of Iranian armed 
force capabilities would inevitably be influenced by developments 
in the area as a whole, 

ic) the military aid which, in future, may be extended by the US 
will be t upon appropriations by which in turn 


will be influenced by our impression of Iran's defense posture as it 
develops as a result of the additional aid now being made available. 

The US and UK agree with what they agree to be the Iranian 
view that it is not now feasible for Iran to enter into military coop- 
eration with other Middle East countries and that, for the time 
being, Iran should not be ex to participate in ional de- 
fense arrangements. Eventual participation by Iran will be influ- 
enced by developments in the area as a whole as well as develop 
ments, both military and political, within Iran.’ 


3. British have emphasized desirability informing Shah US and 
UK have reached joint broad agreement re future Iranian armed 
forces, but that Shah may wish discuss matter with British Ambas- 
sador. Shah reportedly alluded to problem when British Ambassa- 
dor recently presented credentials. However it is hoped Shah can 
be discouraged from drawing any inference that he may obtain di- 
vergent UK view in any discussions with British Ambassador sub- 


‘Repeated to London Drafted by Stuteeman and approved by Byroade 

"In telegram 1782, Feb 26, the Department informed the Embassy that the sub 
ject of telegram 175! to Tehran, Feb. 19 (Decument 427), had heen discussed again 
with British Embassy officials and that it was agreed that Henderson was to post 
pone his approach to the Shah wnti! Mar 2 in order to give the British the opportu 
nity te comment Accordingly, Henderson was to proceed along the lines of telegram 
1751 on Mar 2 unless instructed otherwime (788 5/2- 2654) 
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sequent to your presentation of “joint broad agreement”. British 
Ambassador has reported to Foreign Office any indication in this 
direction would “make deplorable impression”. 

4. Although st was Shah who raised original question re future 
Iranian armed forces and it is to him that joint US-UK reply 
should be made, it is hoped you will find opportunity discuss 
matter with Prime Minister or, in your discretion, Minister For- 
eign Affairs? 

Smrtx 


"Ambassador Henderson acknowledged recespt of this instruction on Mar 2 and 
reconfirmed that he would not ae the Shah until instructed to do so (Telegram 
1a62, TR 5/3-254) 


No. 431 
7 4 44 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET PRIORITY Tenran, March 4, 1954—noon 


1872. Limited distribution. In view its contents, urge extreme 
care distribution this telegram 

1. It not quite clear to me whether Department has in mind that 
in answering questions which Shah put to me last autumn re 
future Iranian army, I keep in framework memorandum set forth 
in paragraph 2, of Deptel 1798, March 1, information London 4454 

2. If | should confine my answer to points outlined in that memo- 
randum, Shah undoubtedly would think | not being frank with 
him. He could be expected try to draw me out, asking series of 
questions, as for instance 


(a) What do we mean by “some capabilities’; is he to interpret 
this expression as ‘capability to engage in delaying-defense 
action?” or 

(b) What do we mean when we state “our future attitude s 
would inevitably be influenced by deve nts in area as a 
whole”; what kind of developments; specifically which area; in 
which directions might we be influenced? or 

(c) What are we contemplating at this moment for Iranian army; 
can't we give him some indication of what should be done to army 
in present circumstances so he can make plans for immediate 
future; how can he be expected to take action on basis such vague 


generalities” or 


'Tranemitted in four sections, also sent te Londen 
*Eliypes on the source text 
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_ @ What kind of “defense 


defense arrangements ~ Till be influenced by 

waren an 2 whole an*aall as developments in Iran”. 

if all right for Turkey and Pakistan to participate in regional de 

fense ts without awaiting certain developments in area, 
why do we Iran should wait? 


2. (sic) If | give evasive replies to questions this kind or if I avoid 
frank discussion our position Shah wil! become suspicious. He may 
conclude US and UK not in agreement re kind of armed forces 
Iran should have. He may even suspect US and UK have privately 
agreed Iran expendable and therefore minimum amount men, ma- 
tériel, and funds should be wasted on its defense. Suspicions this 
kind on part Shah would almost certainly become known to his 
close advisers; they could not long remain concealed from his mili- 
tary leaders; in absence adequate security measures in Iran they 
would eventually become known to Russians 

3. If on other hand | should give frank replies based on Deptel 
1782 information London 4405° to various questions which Shah 
might put toc me and if British Ambassador in subsequent conversa- 
tions should follow somewhat different line, Shah would conclude 
British and we not in agreement re role Iran should play in main- 
tenance ME security. Such conclusion would be unfortunate 

4. It seems to me our difficulties in formulating reply to Shah's 
questions re future Iranian armed forces are ‘» part reflections dif- 
ficulties which US and UK are encountering in deciding in ad- 
vance what to do in case Soviet Union should engage in unpro 
voked aggressive war against Iran. On one hand there are tenden- 
cies to consider Iran ow al least northern part lran as expendable, 
to take position it preferable for free world lose all or portion Iran 
rather than to try wage local defensive war in Iran against Soviet 
Union or to become involved in another world war because of Iran 
Apparently both US and UK believe it would be almost impossible 
for them turn back Soviet forces in war localized in Iran. At same 
time both seem still be unwilling decide—and prepare for imple- 
mentation of such decision—to regard Soviet aggression against 
Iran as attack on free world which must be answered by counter- 
measures against Soviet Union in theater of free world’s choosing 
Situation seems somewhat similar to that of Korea in spring 1950 
except that we have not thus far let Communist world know, as we 
did in case Korea in 1950, that we do not consider defense Iran 


*See footnote 2. supra 
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vital to security free world. Shah's questions would tend to bring to 
fore certain problems latent in our inability make firm decisions re 
Iran. 

We do not like idea for instance of expending human and materi- 
al resources in efforts strengthen Iran army if that army with all 
its equipment in absence help from US is certain eventually to fall 
in Soviet hands in case of Soviet aggression. Furthermore, if we 
commit ourselves to preparing Iran army to engage in delaying-<de- 
fensive action in case of Soviet attack and if subsequently Iran falls 
victim to Soviet aggression our prestige as defenders remainder 
free world would be affected more seriously than it would have 
been if we had, from beginning, taken position that Iran was ex- 

. On other hand we realize that if Iran should obtain im- 
pression US and UK would not consider aggression against Iran as 
aggression against free world to be met with all forces at their 
command, it would become discouraged and in its hopelessness it 
doubtful that it would be able, over extended period time, put up 
effective resistance against Communist infiltration. Soviet Union 
would prubably be able eventually to take over an apathetic Iran 
without necessity resort to armed aggression. Furthermore, if 
Soviet Union should itself become convinced US and UK consider 
Iran expendable, it certain immediately to adopt more aggressive 
attitude re Iran. | aware certain circles both in UK and US who 
even as of today fail understand basic motivations Soviet Union, 
still toy with idea settling problem Iran by compromise; by letting 
Soviet Union have north with understanding south to remain in 
free world. Cynical solution this kind vapid and impractical; its 
adoption would almost certainly result in loss Iran and al! ME and 
might involve moral international bankruptcy of US and UK. 

5. It seems to me that we have no choice other than (a) to decide 
aggressive armed attack on Iran by Soviet Union will be considered 
as attack on free world which Soviet Union must understand will 
result in free world (or at least US and UK) mobilizing their full 
military and political forces against Soviet Union; or (b) to do our 
utmost to conceal from world public, particularly from Iran and 
Soviet Union, fact we may prefer to see Iran fall victim to Soviet 
aggression rather than to become involved in war with Soviet 
Union over Iran. It seems to me that (a) is realistic and logical 
choice; that regardless our desire for peace, war will become inevi- 
table if Soviet Union should seize Iran and that it would be prefer- 
able fight immediately on basis principle rather than later on basis 
expediency after Soviet Union has already had time convert Iran 
into armed bastion from which to launch further attacks on ME 
and South Asia. | realize, however, that in view certain military, 
technical, psychological, and political factors it may be found inad- 
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visable to take position (a) at this time and that we may be com- 
pelled choose (b) at least for time being. It seems to me that wheth- 
er we choose (a) or (b) it important that we give Shah kind of reply 
which will encourage him believe US and UK determined support 
independence of Iran and will give him, Iran leaders, and eventual 
ly Iran public ground to hope Iran has as good chance of survival 
as other countries of free world. We shwuid, Userefore, indicate to 
Shah our agreement that Iran should have army capable of certain 
amount of defensive action and that we are prepared if Iran desires 
to increase our military assistance to help Iran have such army 
We might emphasize, however, that Iran army should not be devel 
oped into one of character which would make such heavy financial 
demands on Iran budget during years to come as seriously to 
retard development of Iran national economy We might add that 
in our opinion with careful planning Iranians could within a few 
years after oil settlement be able support modest army capable of 
slowing up advance across country of invading enemy without 
unduly burdening its economy Such army should be developed 
gradually and unspectacularly over period of time, special care 
being taken not to reorganize in haste which would give rise to 
waste and confusion and not to burden it with unnecessary trap 
pings. Reorganization should tak. p <e by stages, it being made 
sure army capable make effective use equipment and training fur 
nished at each stage 

6. I believe participation by Iran just mow in regional security ar 
rangements would not be advantageous to it and would not be in 
interest ME security Nevertheless | think it would be preferable 
not to discourage Iran participation Best course in my opinion 
would be for ur ia position countries of thes area should be free 
to decide for themselves what cooperative measures, if any, they 
might advantageously take to promote regional security I doubt 
that Iran after receiving such advice would be over-hasty in seek 
ing to become party to Turk-Pakistan defense arrangements, on 
other hand, feeling that its participation would be welcome might 
prevent growth of resentment in Iran on ground that defense ar 
rangements of its neighbors in which it not wanted might result in 
channelizing Soviet aggressive activit‘es through Iran 

7. | assume NSC in referring to “contracts for military aid and 
training (Deptel 1751, February 19) has in mind formal prolonga 
tion, with perhaps some amendments, of ARMISH and GENMISH 
agreements and that no additional military aid and training agree 
ments are contemplated Some advantage would undoubtedly be ob 
tained from formalizing existing present informal and oral prolon 
gation of these agreements. | do not believe, however, this is “ap 
propriate time to press this matter. Present government likely to 
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encounter difficulties in obtaining passage through untested new 
Majlis of number urgent measures, including (we hope) oil agree- 
ment, new currency and tax legislation, et cetera. We should not 
add to these difficulties by insisting that it submit matter military 
missions and aid to public debates which might degenerate into 
demagoguery embarrassing to government and to us. | might again 
mention to Shah and Prime Minister necessity that these contracts 
be formalized at appropriate time but I do not believe that in so 
doing | should hint that amount our military assistance might be 
influenced by such formalization. If this session Majlis acts on 
other matters in reasonable way government itself may well take 
up matter of formalization during next session. In meantime it 
seems to me Iran Government living up to its informal commit- 
ments in satisfactory manner 

* In view foregoing | suggest | be permitted talk to Shah infor- 
mally along following lines 


US Government regrets delay in reply to questions which HIM 
put to me last autumn re future Iran Army questions how- 
ever raised number problems which it was necessary for US Gov- 
ernment to study and to discuss in some detail with UK Govern- 
ment. US and UK Governments are in agreement that Iranian 
armed forces should have capabilities beyond those maintaining in- 
ternal security HIM should, therefore, understand that in replying 
to these questions | am speaking only in behalf US Government; 
nevertheless what | say is believed also to represent in general 
views UK Government. HIM may care later, however, to discuss 
this matter direct with British Ambassador 

ia) US view at highest level is that Iran should have armed 
forces which not only would be able effectively to assist in main- 
taining internal order but also would be capable of certain amount 
defensive action in case country should be attacked. Such armed 
forces should be modest in size, should be devoid of all unnecessary 
trappings: and should possess and prepare to utilize only suc 
equipment as might be of practice, .e. either for maintaining in- 
ternal order or for defense against invasion. These armed forces 
should be of kind which would not place so great financial strain 
on country during years to come as seriously to retard development 
of Iran national economy. It is believed that with careful planning 
Iran should within a few years after oil settlement be able support 
without unduly burdening its national economy well-organized 
armed forces capable of slowing up advance across country of in- 
vading enemy. Such forces should be developed gradually, special 
care being taken not to develop them so hastily as to give rise to 
waste and confusion Development should be by stages, it being 
made sure armed forces would be able to make effective use equip- 
ment and tramuing furnished at each stage 

b) Although its materiel and funds limited and inadequate meet 
urgent needs throughout world, US prepared during its present 
fiscal year grant Iran certain additional military assistance for use 
in developong type of lran forces envisaged. This assistance would 
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be in form of equipment and training. Amount and character of 
this additional assistance would be determined through conversa- 
tions between appropriate US and Iran military personnel. 

(c) It is of course impossible for US Government to make any 
definite commitments as to extent to which it would be able to fur- 
nish military assistance to Iran beyond present fiscal year since 
amounts available for expenditure for each US fiscal year are de- 
termined annually by Congress. Nevertheless, available funds from 
this year’s appropriations, together with equipment already fur- 
nished should be sufficient to enable Iran make good beginning in 
direction of developing defensive capabilities in its armed forces. 

id) It is believed that attitude of Congress during future years 
with regard to extension of additional military aid to Iran will be 
influenced by number of factors, including developments in Middle 
East and South Asia as a whole; ability displayed by Iran to utilize 
with maximum effectiveness aid which had been extended; extent 
to which Iran by utilizing its own natural resources and strength- 
ening its own economic and financial position demonstrates its 
ability to create a strong economy capable of supporting effective 
armed forces; willingness of Iran to maintain, so far as its financial 
and economic situation permits, its armed forces in high degree of 
efficiency; degree of cooperation extended by Iran to US Missions 
in Iran; degree of determination displayed by Iran to defend itself. 

(e) US Government understands that Iran does not consider that 
it would strengthen security lran or of Middle East or South Asia 
for Iran in present circumstances to enter into military cooperation 
with its neighbors. In US opinion Iran, like other countries in 
Middle East and South Asia, should be free to decide for itself kind 
of cooperative defense arrangements, if any, it might advantageous- 
ly make with its neighbors. It quite possible that eventually kind 
and amount military assistance granted to countries this area US 
will be influenced by regional defense as well as by individual 
country defense considerations 


9. I do not know whether it would be necessary for Department 
to take matter up again with NSC before it could approve approach 
along lines suggested above to Shah. If it should be found necessary 
I hope it will do so. In my opinion it preferable postpone answer to 
Shah several more days if such postponement could result in ap- 
proach less damaging to Iranian morale. Department will of course 
understand that Shah will not be happy even with kind of answer 
which I| have suggested although his disappointment will be consid- 
erably less than if | make approach of kind suggested paragraph 2 
Deptel 179%. I assume matter will be cleared with British. Ambas- 
sador Stevens and | have had number conversations re this diffi- 
cult problem. He has been most helpful in letting me have UK 
point of view. | plan therefore, when I see him morning March 5, 
to discuss with him contents this telegram and read to him para- 
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graph & stressing that | do not know whether suggestions contained 
therein would be agreeable to US Government. 


HENDERSON 
No. 432 
RAR YO 8 4 Telegram 
The Acting Secretary of State to the Embassy in the United 
Kingdom ' 


TOP SECRET PRIORITY Wasuinoton, March 4, 1954—8:38 p. m. 
4533. Limit distribution. 
1. In conversation with Beeley, British Embassy, today Hoover 
and Byroade made following points: 


(a) We appreciate HMG attitude in accepting principle participa- 
tion outlined Aide-Memcire (Deptel 4507 to London rpt 1812 
Tehran?) which we feel will contribute markedly toward durable 
solution in Iran. We are in full agre: ment that shares in consorti- 
um should be 40% each AIOC and American companies with re- 
maining 20% divided between French and Shell. Only remaining 
problem concerns latter division. 

(b) We presume AIOC did not consult Foreign Office before 
giving French option for 8%. This most difficult for us to under- 
stand inasmuch as matter was under negotiation at government 
level and we had specifically raised serious question of wisdom of 
French participation over 5%. We always glad have French partici- 
pate and only problem was determination realistic percentage. De- 
cision has many ramifications seriously affecting all other partici- 
pants. 

(c) Primary concern has been find solution in best interests Iran 
and stability Middle East. Shell has outlets which handle many 
times that of French. Estimate comparative marketing volumes is 
ten to one. Option given French would establish ratio which we be- 
lieve neither realistic nor in best interests Iran. We feel it could 
potentially cause unfortunate repercussions elsewhere in industry. 

id) We Brees grave doubts French able handle 8% Iranian oil in 
addition their large offtake from IPC. As result their surplus IPC 
oil and as indication stress French under in handling surplus, they 
already have endeavored force American marketing companies out 
of French West Africa on discriminatory basis and have given indi- 
cations of attempt force these companies absorb French crude and 
refined products elsewhere in areas under French control. We be- 
lieve it entirely possible French may take similar action against 
British companies. In absence realistic agreement on French par- 
ticipation we might feel it necessary seek assurances this matter in 


‘Repeated to Tehran. Drafted by Stutesman and signed by Byroade after being 
cleared with Hoover, Byroade, and Raynor 
*See footnote 2, infra 
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advance from French Government. Such action would undoubtedly 
involve considerable further delay which would be most unfortu- 
nate this time. 

(e) We cannot help but feel this was unilateral action not in 
spirit of way we have endeavored conduct negotiations up to now. 
It involves basic relationship as matter principle that goes beyond 
immediate problem amount French participation. 

if} We agree with HMG that composition consortium is not 
matter for negotiation with Iranians. We cannot help but be con- 
cerned over implication AIOC action which appears unilateral to 
us. We feel that unless we can have some assurance it will not be 
repeated on other matters that path ahead will be rough indeed 
and could in its extreme form prejudice entire concept of consorti- 
um. 


2. Beeley stated he doubted Foreign Office realized how strong 
were US views re French participation but could not say to what 
extent AIOC had consulted Foreign Office before offering 8% 
option to French. He said he would find out precisely what were 
terms of option. We told him we had not made points in order 
obtain explanations but only make certain future course negotia- 
tions would be in spirit utmost cooperation 

3. Beeley was advised that formal reply British Aide-Memoire 
March 3 would soon be forthcoming along lines paragraph 1 (a) 
above*® and stating while we continue feel that matter Shell and 
French participation should be settled prior to undertaking further 
negotiations in London, we nevertheless are prepared ask princi- 
pals of American companies to go to London their earliest conven- 
ience. In doing so we are largely influenced by assurances of coop- 
eration by HMG which we feel are implied by Aide-Memoire March 
3 and by conversations in Washington and London toward working 
out realistic participation between these two groups. Would appre- 
ciate any comments from London or Tehran 

4. Hoover presently planning depart this weekend for London 
and expects oil company principals will be gathering there by first 
of week.* 

SMITH 


"See telegram 4547 to London, Mar 5, infra 

‘On Mar 5 the Embassy in London reported to the Department that ut had no 
special comments to make regarding telegram 4555, that the Foreign Office was 
gratified at the agreement regarding AIOC and American participation in a consor 
tium; and that the composition of the consortium had to be determined in a fashion 
acceptable to all its members before the negotiating team left London for Tehran 
The Embassy also reported that the Foreyn Office confirmed that the AIOC had not 
consulted the Foren Office before offering the * percent “op ion” to the French 
(Telegram 3813, 884 2555/5-554) 
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No. 433 
We TD ed Tedegran 
The Acting Secretary of State to the Embassy in the United 
Kingdom ' 
TOP SECRET Wasnincton, March 5, 1954—4:40 p. m. 


4547. Limited distribution. Following aide-memoire handed Brit- 
ish Embassy representative March 5: 


“Department State appreciative of British Embassy aide-memoire 
of March 3 handed to t Secretary Byroade by Mr. Beeley,* 
by which it informed that British Government accepts principle of 

ual participation by AIOC and American companies at level of 
40% each. US Government believes this division should contribute 
markedly toward reaching solution with Iranian authorities which 
will prove durable. US Government is therefore in full agreement 
that shares in consortium should be 40% each to AIOC and to US 
companies with remaining 20% to be divided between French and 
Shell interests. 

2. As to division of 20% portion between those interests, US Gov- 
ernment remains of opinion expressed in its aide-memoire given to 
Sir Roger Makins on February 25 to effect that percentage over 5% 
for French interests would be excessive, although this Government 
has always felt that French should be given realistic participation. 
Reasons for US position as to size of French participation, which 
are held st ly by US companies and subscribed to by Govern- 
ment, were elaborated orally in some detail yesterday. 

3. US Government also continues to feel that settlement of ques- 
tion of Shell and French participation should be reached at Gov- 
ernment level prior to further intercompany negotiations in 
London. Nevertheless, US Government prepared urge principals of 
American companies go to London at their earliest convenience. In 
taking this step US Government largely influenced by assurances 
of cooperation of British Government, which implied in British Em- 
bassys aide-memoire of Marcl, 3 and in conversations both in 
Wesbingten and London, toward working out realistic participation 
between these two groups. Hoover will also be prepared go London 
same time. 

4. US Government has noted assumption of British Government 
that US Government will support position that composition of con- 
sortium, formed on basis of 40% participation for each of AIOC and 
American companies, is not matter for negotiation with Persian 
Government. US Government has held, as indicated in paragraph 
2b of its aide-memoire of February 19 that percentages of participa 
tion should be agreed before definitive negotiations begin with Ira- 


‘Repeated to Tet an Drafted and signed by Richards and approved in draft by 
Hoover 

*The text of this aide memoire was transmitted to London in telegram 4507, Mar 
3. (RRA 2553/9854) 
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nian Government and, therefore, confirms correctness of this as- 
Reurtel 3813° British Embassy representative made following 
points: (1) agreed composition of consortium, including participa- 
tion Shell and French, must be determined prior conversations 
with Iranians, (2) British Gow. »:ment “will cooperate as necessary 
to steer toward” suitable composition of consortium, and (3) ex- 
pressed satisfaction US compaxty principals and Hoover proceeding 

London.* 
SMITH 





*See footnute 4, supra 

*On Mar. 9 the Embassy in London informed the Department that the American 
company principals had held a preliminary meeting with British working-level offi- 
cials prior to the first conference meeting scheduled that afternoon The attitude of 
all concerned, Hoover reported, was constructive and cooperative (Telegram 3*7*, 
BRR 2553/3-954) 


No. 434 


bel I fat, aa 


The Ambassador in Iran (Henderson) to the Department of State' 


TOP SECRET PRIORITY TeHran, March &, 1954—6 p. mi. 


1897. 1. At suggestion Ala, Minister Court, | had audience with 
Shah evening March 6. Ala also asked me come early for prelimi- 
nary chat with him. Ala said Shah extremely worried over future 
security Iran and would talk with me primarily re (a) possible 
effect on Iran of proposed Turkish-Pakistani regional defense ar 
rangements and (b) future of Iranian armed forces. Shah concerned 
at reports coming to him to effect that US and UK had decided it 
would be useless to endeavor strengthen, or even maintain at 
present strength, Iranian army; that decision had been made that 
Iran so weak politically, economically, morally and militarily that 
efforts to assist Iran in maintaining its independence in case of 
Soviet aggression would be too costly for results received; that Iran 
therefore was no longer within area, maintenance of which vital of 
free world. Ala said Le Monde, generally well informed Paris news- 
paper, had recently published article defense Iran no longer con- 
templated by Western allies. He added Iranian circles at first had 
welcomed Turkish-Pakistani move as evidence increased interest 
on part US in defense this region They had hoped US would assist 





‘Transmitted in three sections, repeated to London and pouched to Ankara, New 
Dethi, and Karachi 








944 FOREIGN RELATIONS, 1952-1954, VOLUME X 


Iran defense sufficient military strength to enable it eventually to 
join regional defense arrangements including iran’s neighbors. 
Belief now growing however that no intention include Iran; that 
only defense Iran would be perhaps action Turkish troops to defend 
certain portions of Iranian Azebaijan, lranian and Pakistani troops 
to occupy Iraniar Baluchistan, and troops some character endeavor 
to defend Khuzistan and to try prevent Soviet troops from reaching 
Persian Gulf. Net results such arrangement would be disappear- 
ance Iran as independent country. Failure US respond to enquiries 
made by Shah several months ago re whether US considered Iran's 
armed forces should be capable of delaying defense action tended to 
confirm fears of Shah that US determination to support political 
independence and territorial integrity lran had weakened 

2. | said I sorry hear that Shah and other Iranian leaders again 
beginning to doubt determina.uon leaders free world to support in- 
dependence and territorial integrity Iran. Determination US in this 
respect had been demonstrated consistently over so many years it 
should not be lightly subjected to doubt. | could understand howev- 
er how Iran, in view of its geographical position and of well-known 
Soviet covetousness of Iranian territory, should watch with anxiety 
any international development which might affect its security. In 
US opinion understanding re defense between Pakistan and 
Turkey should strengthen security of whole Middle East, including 
Iran. US position in this regard was being set forth very ably on 
March 7 by Mr. Jernegan,* Deputy Assistant Secretary of State for 
NEA, who particularly well acquainted with circumstances sur- 
rounding Pakistani-Turkish conversations and with US policies af- 
fecting security this area. Jernege ‘n referring to these conversa- 
tions was stating: 

“US warmly welcomed this development. It seemed to us this 
step would provide increased assurance that these two countries 
and others in area would be better able to keep their independence. 
Moreover, it was evidence that need for collective security in 


Middle East was being realized by states of area themselves, as Mr. 
Dulles had said it must be.” 


I said | understood Foreign Minister of Turkey in explaining 
nature proposed agreement had stated: 


“Treaty in question will be open to interested peaceful states. It 
will not and cannot be directed against any country of goodwill.” 





*For text of Jernegan’s speech of Mar 7, see Department of State Bulletin, Mar 
22, 1954, p. 444 
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Furthermore Assistant Secretary Byroade in a speech delivered 

March 5 in referring to “tightening of bonds between Turkey and 
Pakistan” had stated: 


“We that other nations will see attraction in this move 
sponsored by two powers flanking Middle East. | do not believe this 
to be forlorn . Other nations in Middle East I am confident 


will recognize purely defensive nature of the ea eg 
Such developments must come by will of nations themselves al- 
though our interest in such trend would be great.””* 


I added that | would make available to Shah and Ala such ex- 
cerpts from these speeches as were available. 

4. [sic] Ala said such statements would of course be encouraging 
to Shah. If only US, Turkey or Pakistan had suggested to Iran that 
it might associate itself with such regional arrangements as were 
being planned, even though it known in advance Iran not position 
become party, Iran would not have felt itself so isolated. I replied 
that spokesmen for Iran had already informe!ly made it clear it 
not in position enter into such arrangement at the present time 
and had even intimated that in present circumstances the less said 
re Iran as immediate or eventual participation the better. Iran's 
position this respect understood by US and | thought, by Pakistan 
and Turkey, although I no authority speak for these two countries. 

5. I told Ala Shah should not feel disturbed at US delay in reply- 
ing his enquiries re future Iranian army. Much study and detailed 
consultation required before such important questions could be an- 
swered. Delay not due lack US interest in defense Iran. | position 
know this matter had been active interest US Government. Deci- 
sions re nature US reply however could be taken only after consid- 
eration numerous international and domestic political, military 
and economic factors. 

6. During my audience Shah expressed concern re Iran's security 
position and future of Iranian armed forces in language similar 
that used by Ala and I responded as I had to Ala. Shah said he 
failed understand how defense arrangements between Turkey and 
Pakistan not including Iran could be useful unless it was already 
assumed that Iran would be lost and that therefore Iran's neigh- 
bors racked [backed?| by West were merely to work together to 
keep aggressors contained within borders Iran. More than 2000 kil- 
ometers separated Turkey from Pakistan by land and several times 
that number by sea. Iran which lay between these two countries 
must be keystone arch of defense unless another arch was to be 
created south of Iran. I told Shah he not acquainted with kind de- 








"For text of Byroade's speech of Mar 5, see Department of State Bulletin, Mar 
22, 1954, p. 438 
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fense arrangements Turkey and Pakistan might be contemplating. 
Nevertheless I convinced these two countries just as interested as 
US in maintenance in defense at Iran. Loss any portion of Iran to 
international communism would certainly be blow to security of 
whole area including Turkey ard Pakistan 

7. Shah spent considerable time urging US give consideration his 
suggestions re future Iranian armed forces. He not asking for 
elaborate, expensive army. He thought that armed forces no larger 
than 150,000 required. He had already discussed plans in some 
detail with General McClure. He confident Iranian terrain of char- 
acter which could permit army he envisaged to hold back invading 
Soviet forces for considerable period. Iranian armed forces should 
be of kind which would cause Soviet Union to understand it could 
not take over country by force without severe fighting and cause 
Iranian people to feel Iran not entirely defenseless If Iranian 
armed forces were to be able contribute to defense area they should 
be reorganized and re-equipped and certain military establishments 
including arsenals should be removed from Tehran to points less 
vulnerable to air attack. | told Shah it my understanding appropri- 
ate officials US Government had been giving careful study to his 
suggestions. | imagined these officials must give consideration 
number factors, including amount additional equipment and t ain- 
ing Iranian armed forces able absorb at given time; extent to which 
Iranian budget might be able support army this kind; and avail- 
ability in US of required equipment. Shah said he could not under- 
stand why US inclined treat Iran as stepchild. When US made de- 
cision in 1947 support free world against aggressive international 
communism it gave generous military assistance to Greece, Turkey 
and countries of Western Europe; it lost no time in responding to 
Pakistan's request for aid. It always however slow give consider- 
ation to Iran's requests. | reminded Shah that during last three 
years US had given Iran considerable military aid. Little question 
that certain amount such aid would be continued. It not so easy 
however decide on type, amount, and purpose such equipment 

8. Shah said he wondered if US policy makers fully appreciated 
present difficult position Iran. Without additional US financial as- 
sistance and in absence oi! revenue Iranian budget would soon be 
completely out of balance. Even with exercise strict economy 
income not likely represent more than 60% expenditures. Govern- 
ment unable make plans for government operations for more than 
month or two in advance. Even if oil settlement achieved no cer- 
tainty immediate revenues from oil for budgetary purposes. No 
country could maintain economic stability or plan its economic de- 
velopment in such situation. What in opinion US Government 
should Iran do in such circumstances’? Could Iran have any assur- 
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ance US would come to its rescue if it should find itself on eve 
bankruptcy’ 

9. I told Shah I not in position give him any advice on behalf US 
Government. I did not believe however in view temper present Con- 
gress that US Government would ask that funds be appropriated 
for continued budgetary assistance to Iran. Congress and US public 
had never looked with favor upon US granting budgetary support 
to any country except in times of exceptional emergency. It was 
considered unhealthy from point view US and any other country 
for latter to become budgetarily dependent on US. Shah said it pos- 
sible there would be financial emergency in Iran within several 
months as serious as that of last August. | said that in my opinion 
Government of Iran should begin preparing itself now to prevent 
development such emergency Certain rather drastic measures 
might be necessary Shah replied present government would have 
to establish itself more strongly and obtain wider degree of popular 
support of population before it could undertake drastic measures of 
kind which might create more unemployment and entail greater 
economic hardships 

HENDERSON 


No. 435 
T#e > 3 954 Tehegraen 


The Acting Secretary of State to the Embassy in Tehran’ 


TOP SECRET rroxity Wasnincron, March 9, 1954—1107 a m 


1838. Department does not suggest (reurte! 1872 rptd London 
570*) you utilize memorandum in para 2 Deptel 1798, rptd London 
4454,* as basis your presentation to Shah. We had in mind that you 
would formulate your own presentation substantively along lines 
Deptel 1751,* and it seems to Department you have done this admi- 
rably as outlined in para § urtel 1872. British have advised us ihey 
do not wish to ask for any further amendments to memorandum of 
understanding. We do not consider your presentation differs sub- 
stantively from understanding with British, but, in view concern 
that Shah might obtain impression US-UK views at variance, you 
might wish inform British Ambassador before approaching Shah 
If, in your discussions with Stevens it appears there may be impor- 





‘Repeated to London. Drafted by Byroade and Stuteeman and signed by Byroade 
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tant differences which will become apparent there, inform Depart- 
ment and put off appointment with Shah. We will then attempt 
obtain from British reaffirmed agreement on policy and presenta- 
tion. 

Your proposed presentation (para &, urtel 1872) does not appear 
require additional NSC action as it appears in consonance with 
spirit and intent established NSC policy which clearly states desir- 
abili:y encouraging Iran to move towards regional defense coopera- 
tion with her neighbors. It is matter of implementation for us to 
secure this result when we can, but not to push for such a solution 
until we feel it is possible of attainment and can be obtained under 
conditions to make it a durable long-term arrangement. 

Background on memorandum informally agreed with British 
may be helpful. When Department formulated Deptel 1751, copy of 
actual message was not shown British. We made up instead a sum- 
mary which was subject some misunderstanding Foreign Office. 
Most of delay in talking with British has been due their misconcep- 
tion that it was our intention press Iran for immediate association 
with the Turkish-Pakistan arrangements. This was not our inten- 
tion and memorandum (Deptel 1795) was re-write of Summary 
Deptel 1751 in order make this point more clear. We did not con- 
sider memorandum in Deptel 179% needed alter your presentation 
to Shah based upen earlier instructions Deptel 1751 but desired 
you to have copy. 

We appreciate force of fundamental questions raised paras 5 and 
6 urtel 1872 but do not believe we need attempt obtain final an- 
swers to them at this moment. We consider existing NSC policy 
provides sufficient foundation to proceed as suggested your para &. 
We will, of course, continue have in mind important points you 
have raised. 

For your information we see only two possible points of differ- 
ence with British. In first place, we believe their opinion of future 
potential defensive capabilities of Iranian armed forces is less than 
our own. Secondly, they have not as yet made a decision whether 
they wish to see Iran join the Turkey-Pakistan arrangements. We 
believe their difficulty is influenced by first point mentioned above 
but more importantly by their concern lest they be drawn into re- 
quest for formal security guarantee of Iran's borders. We must 
bear in mind their position somewhat different from US in Middle 
East. UK now has treaty commitments with Jordan and Iraq, as 
well as Commonwealth obligations to Pakistan. US contemplates 
no formal treaty relationships within area which would involve 
question of socalled “security guarantee”. British fear if Iran 
moves forward in defensive matters and arrangements it might be 
awkward for them not to extend treaty commitments to Iran simi- 
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lar to those they already have elsewhere in ME. This they are re 
luctant to consider in absence greater capability in Iran herself. 

Seems to us futile to attempt urge British make early decision as 
to their eventual attitude towards Iran's entry into security ar- 
rangements when we and they both in agreement that Iran would 
not, and probably could not in present day situation, face up to this 
action herself, On other hand, if things go well we would hope to 
persuade British to our point of view by time Iran could im fact 
take this step. 

Agree wiih your analyse re formaiization and prolongation of 
military mission agreements contained para 7 ur reftel. 

Having regard for above considerations, you may proceed, in 
your discretion, inform Shah of broad US-UK agreement re future 
Iranian armed forces and additional US military aid substantively 
along lines Deptel 1751, as elaborated para & urtel 1872. 

Suitn 


No. 436 
en a ee | Teheage Foner 


The Secretary of State to the Embassy in the United Kingdom' 


TOP SECRET NIACT Wasnincton, March 17, 1954—12:07 p. m. 

4773. Limited distribution. Following communicated to Makins 
today by Secretary: 

1. We are deeply troubled by reports from London indicating that 
discussions between oi] companies regarding the establishment of a 
consortium to produce and market Iranian oi! have reached a stale- 
mate vver the questions of financial participation and compensa- 
tion to the AIOC.* We are very disappointed that our joint efforts 
to resolve the Iranian problem now appear to be obstructed by a 
totally unrealistic attitude on the part of the AIOC. It is particular- 
ly serious that this obstruction has arisen at a time when, as a 
result of the establishment of a reasonable successor to Mosadegq, 
there exists in Iran the most favorable atmosphere apparent in the 
past three years or foreseeable in the future for an early settle 
ment of the oil dispute. 

2. Sir William Fraser's proposals that Iran should pay compensa- 
tion to the AIOC in the amount of 110 million tons of free oil, 





‘Also sent to Tehran Drafted by Stuteeman and Jernegan and approved by 
Under Secretary Smith Copies were distributed to Treasury for Secretary Hum 
phrey and to Defense for Deputy Secretary Anderson 

*Reported in telegram 39*6 from London, Mar 16 (8®* 2553 /3- 1654) 
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valued at present prices at $1,460 billion, over a 20-year period, and 
that members of the internationa! consortium should proportion- 
ately pay the equivalent of $1,270 billion (stated on a 100 percent 
basis) are utterly unrealistic in the light of political conditions in 
Iran and international commercial considerations.* We are particu- 
larly surprised at the nature of the proposals because we had often 
previously inquired concerning the AIOC’s ideas on compensation 
Although we never received any specific information on this sub- 
ject, we had not expected that AIOC thinking would be so insensi- 
tive to the facts of the present situation. We believe that such pro- 
posals would be completely unacceptable to any Iranian Govern- 
ment. Evidently they are unacceptabie to the American oil compa- 
nies. 

3. We do not feel that we can urge the American oil companies 
to reconsider their view of the AIOC proposals or to refrain from 
breaking off negotiations, as is their present intention, unless tnere 
is a drastic change in Fraser's attitude. Such a development would 
undoubtedly have very serious repercussions in Iran and would 
force us to reconsider our whole attitude toward the Iranian oil 
question since it would appear impossible ever to obtain a reasona- 
ble solution to the Anglo-Iranian oi! dispute in the face of such ob- 
stacles. It might ultimately force us, with great reluctance, to 
review the whole scope of our Middle East relationships 

DULLEs 
‘The Department informed the Embassy on Mar 17 that the figures “$1,460 bil 


lion” and “31.270 billion” should read “21.4600 million’ and “$1,270 million Tele 
gram 4776 to London, *** 255 74 





No. 437 


The Ambassador in the United Kingdom ‘Aldrich’ to the 
Department of State’ 


SECRET PRIORITY Lonpon, March 17, 1954—1 p. m. 


3992. From Hoover. Limited distribution. American group deliv- 
ered to AIOC this morning reply to Fraser's memorandum of 
March 14 (Embtel 3964 to Department 169 to Tehran).” 

Following ts summary: 





‘Repeated to Tehran and to Paris 
2Not printed. (88* 2553 /5-1554) 
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1. AIOC and American groups respective proposals of March 12 
differ in following respects: 

a. AIOC wants other participants to pay pounds 280 million for 
60 percent interest in consortium, whereas American group be- 
lieves pounds 171 million would be fair 60 percent value. 

b. AIOC wants from Iran compensation pounds 530 million, 
whereas American group believes under proposed arrangements 
AIOC not entitled compensation for future profits. 

c. AIOC wishes receive compensation from Iran in form of free 
oil. Aside from question whether compensation is for future or 
oo American group strongly opposes principle of compensation in 
this form. 


2. Memorandum cites favorable comparison proposed transaction 
with previous purchase by US companies of forty percent interest 
in ARAMCO. Under much more advantageous conditions surround- 
ing that purchase, including fact oil was then in short supply, 
amount being offered by companies to AIOC is comparable taking 
into consideration difference physical conditions in the two coun- 
tries. After reviewing AIOC proposal for compensation ‘both from 
consortium and Iran) totaling pounds one billion, memorandum 
concludes figures are unrealistic and do not appear to have any 
commercial basis. 

3. Memorandum cites facts consortium not proposing enter estab- 
lished and going enterprise in stable and convenient area; that 
American group proposing participate only at request US Govern- 
ment and primarily for purpose assisting lran improve and stabi- 
lize its economy. Nevertheless, despite adverse factors, group has 
proposed payments to AIOC based on full commercial value of lat- 
ter’s rights as if its concession in Iran were still in operation and 
had been modified to accord with other major oil agreements 
throughout world. Group considers suggestion of March 12 was 
generous one, as it was meant to be. 

4. As stated by AIOC, method proposed for payment to AIOC was 
payment by consortium. Re AIOC’s comment that this means they 
would pay themselves to extent of forty percent, since AIOC will 
retain forty percent interest in consortium companies do not see 
who else they could pay. Re remaining sixty percent, other partici- 
pants would not ask Iran pay half through amortization or other- 
wise; their charges to expense in accounting to Iran would not 
raise their costs above those in similar enterprises in neighboring 
countries, so that Iran would profit from its oil to as great a degree 
as its neighbors profit from their oil. 

5. Re AIOC’s proposal that it receive compensation from Iran, 
memorandum establishes position Iran cannot justifiably be asked 
compensate for loss of future profits if arrangement concluded on 
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fifty-fifty basis. Insofar as AIOC proposal intended obtain compen- 
sation for loss of future profits, group considers proposal would be 
paramount to being asked to be paid twice, once by consortium and 
once by Iran. Group believes damages and counterclaims re losses 
suffered in past three years, and re loss “internal consumption fa- 
cilities” which consortium would not take over, are for Iran and 
AIOC to negotiate at the time Iran's arrangements with consorti- 
um negotiated. Only interest of American group this connection is 
in ascertaining that amount to be paid by Iran is not unreasonable 
so as to jeopardize stability of consortium’s arrangements with 
Iran. Payments of such compensation should be made out of Iran's 
receipts of royalties and income tax, and should not be in form of 
“free oil” of kind suggested by AIOC 

6. Memorandum dwells at some length on groups opposition to 
receipt by AIOC of free oil from Iran. Group believes this would 
violate fundamental! principle that any settlement must not ad- 
versely affect existing oil production concessions in other countries. 
AIOC’s proposal would violate fifty-fifty arrangements existing 
elsewhere, since it would mean that Iran would be retaining for its 
own account a percentage of the cil produced each year until a 
total of 110 million tons is reached, in order turn over that oil as 
compensation to AIOC. 

7. Memorandum concludes with statement no settlement Iran is 
worth making unless it provides sound and permanent basis for 
good relationships between Iran and proposed consortium. Free oil 
proposal does not meet this text because it would mean that Iran 
would be paying compensation for a joss for which AIOC would al- 
ready have received effective compensation. Accordingly, proposal 
might well endanger negotiations with Iran. In an unlikely case 
that it did not, it might jeopardize sound and permanent basis for 
continued good relations with Iran. Differences between market 
price of oil and free oil given to AIOC would provide excellent 
propaganda for those in Iran who might wish make use of it. Any 
such result would be to disadvantage not only of AIOC but also of 
other members consortium. 

End summary. 

8. Copy of above memorandum has been given to Foreign Office 
at urgent request of Eden for his use in connection his meeting this 
morning with Fraser. 

9. Shell representatives have submitted to AIOC separate memo- 
randum setting forth position similar to that of American group. 
Memorandum notes with respect to total amount of money which 
AIOC asked from consortium leaving aside value of compensa- 
tion—namely pounds 430 million—that market value of issued or- 
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dinary shares of AIOC in 1948 before threa: 0f nationalization was 
pounds 183,750,00, and today is pounds 207,66%,00. 
ALDRICH 


No. 438 
S88 2555 5-183 Telegran 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State' 


TOP SECRET PRIORITY Lonpon, March 18, 1954—4 p. m. 


4015. Limited distribution. From Hoover. 

1. Butterworth and I attended meeting afternoon March 17 re- 
quested by Caccia, Armstrong and Maud (Foreign Office, Treasury 
and Fuel and Power respectively). 

2. They stated Eden had long interview with Fraser that morn- 
ing but vouchsafed little specific information on outcome except 
that Fraser (a) agreed to have company principals attend meeting 
primarily for appearances sake later in day and (b) stated he would 
require day or two further to analyze and answer American 
group's memorandum delivered to him that morning (summary 
sent Department Embtel 3992"). (Understand later in evening 
March 17 Eden advised Ambassador that Fraser had been told ne- 
gotiations must not be broken off without consent of HMG.) 

3. Caccia and Maud stated that HMG were in accord with princi- 
ples outlined in American group memorandum, namely (a) that if 
consortium able obtain type of operating agreement referred to, 
then AIOC should have no claim to compensation for future profits 
from Iran, (b) compensation for past damages sustained by AIOC, 
less justifiable counterclaims by Iran, should be held to some realis- 
tic level, and (c) negotiations within consortium should proceed on 
basis of a commercial deal. They felt that limits within which con- 
sortium should negotiate would be figure of 1270 million dollars 
proposed by AIOC (stated on 100 percent basis) on high side and 
800 million proposed by American group on low side. They stated 
Fraser probably unprepared negotiate on such basis that afternoon 
meeting, but indicated he would do so later. 

4. We stated that this was encouraging development, and felt 
sure other groups ready to talk whenever AIOC requested them do 
so. 





‘Repeated to Paris and Tehran 
* Supra 
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5. We pointed out further that negotiation of satisfactory con- 
tract with Iran would be determining factor in whether or not Iran 
would have to pay compensation for future profits and therefore 
negotiations for such contract should precede any discussions re 
compensation. In other words, Iranians should be advised that 
amount of compensation largely dependent upon nature of deal 
that could be worked out. They agreed, and again we feel this to be 
constructive step forward, as we concerned possibility AIOC might 
jeopardize entire negotiations by first presenting unrealistic claims 
for compensation. 

6. In re French participation matter, Armstrong advised that 
HMG had again told French that operations must be in sterling, 
otherwise all other participants would request same relative advan- 
tage of discharging obligations in other currencies. He assured us 
HMG would adhere strongly to this position and believed French 
problem would probably straighten itself out if not pressed too 
hard at this time. 

7. One of most difficult problems in these negotiations is that 
Fraser's accounts of his actions to HMG seem often at variance 
with what actually takes place in inter-ccompany meetings. HMG 
obviously under great difficulties in dealing with him and appar- 
ently becoming increasingly more restive as delay increases. We 
endeavoring maintain cooperative and understanding attitude with 
HMG to avoid at all costs pushing HMG and AIOC back into same 
corner together again, yet at same time keep up maximum pres- 
sure for action on realistic basis. 

8. Informal meeting scheduled for morning March 18 between 
Harden representing American and Shell group, and Fraser of 
AIOC, while full meeting planned between company principals and 
AIOC in afternoon. Butterworth and I will continue discussions 
with Caccia and Maud 

ALDRICH 


No. 439 


The Ambassador in Iran (Henderson) to the Department of State’ 


TOP SECRET —- PRIORITY TeHRaANn, March 18, 1954—8 p. m. 
1972. Limited distribution. 


‘Transmitted in two sections, repeated to London 
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1. I presented Admirals Wright and Beecher to Shah on March 
10. Before audience we spent half hour with Minister Court Ala. 
Both Shah and Ala devoted considerable time to discussing impor- 
tance that Iran begin at once systematically develop armed forces 
capable defensive action. Both also touched on Iran's attitude 
toward defense cooperation with its neighbors. 

2. For more than hour Shah outlined his hopes for Iranian army 
stressing his conviction that relatively small Iranian army properly 
equipped, trained and handled could not only delay enemy advance 
across country but with aid of military equipment received through 
Iraq could defend certain portion of country almost indefinitely 
provided it not compelled face certain new types atomic and other 
deadly weapons. He thought even atomic bombs might not be too 
effective in mountain fighting. He pointed out on map certain 
passes which could be held, certain deserts and rugged areas which 
it would be difficult for enemy traverse, and places to which Irani- 
an army could retreat and could hold against vastly superior num- 
bers. He argued Iranian soldiers were tough, accustomed to hard- 
ship, inherently religious, and patriotic. He maintained officers 
anxious learn and intelligent. New era would be opened to Iran if 
hope could be instilled into Iranian people that they could eventu- 
ally have armed forces capable of defending country with honor. 
He said he somewhat concerned at delay in receiving answer to 
questions put to me several months ago as to whether or not US 
considered it worthwhile for Iran to develop army with defensive 
capacity. 

3. Then referring to Turkish-Pakistani defense cooperation Shah 
as in previous conversations expressed opinion that any kind such 
cooperation between Pakistan and Turkey which did not include 
Iran “really made no sense’. Iran must be keystone any plan for 
defense Middle East and South Asia. Defense Pakistan and Turkey 
could not be more than extensions of defense Iran. Iran realized 
value regional defense arrangements. Useless, however, for it to 
enter into them until it had armed forces capable contributing de- 
fense area. Iran's honor would not permit it enter into any kind of 
mutual defense arrangements to which its contribution would be 
merely territory on which forces its neighbors would fight invading 
armies. Iranians, not Turks, Pakistanis or Iraqis, should bear pri- 
mary responsibility for defending Iran. Shah admitted that Iranian 
armed forces armed and equipped as he envisioned could not long 
defend any areas of country without receipts of ammunition and 
other supplies through Iraq or through Persian Gulf. It important, 
therefore, that capabilities Iranian armed forces be developed as 
rapidly as possible so that Iran in minimum period of time could 
begin conversations re mutual defense with its neighbors. Ala went 
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somewhat further in this regard than Shah. He said if it clear Ira- 
nian army to have defense capabilities in not distant future it 
might be advantageous for Iran to begin informal secret defense 
talks “immediately” with its neighbors. Too early to enter into 
formal defense arrangements but not for secret exploratory talks. 
Shah said it necessary: “That we know something of our neighbors 
plans—what areas they contemplate holding and to what areas 
they plan to retreat so that we can coordinate our movements with 
theirs. We should know what transport facilities they might have 
for getting supplies to us in case of aggression, etc... Both Shah 
and Ala urged Admiral Wright to do his utmost to impress upon 
appropriate American authorities fact that one of most effective 
and inexpensive methods of strengthening defense free world 
would be to assist in developing Iranian army capable defensive ac- 
tions so that Irau could play appropriate role in regional defense. 
At one point during conversation Shah again expressed concern 
lest it intention US and neighbors Iran not to give consideration to 
Iranian armed forces as facter in future plans for defense of area. 
Admiral Wright was careful not to make any commitments. He 
merely played role of sympathetic auditor. 

4. On evening March 10 | told British Ambassador | had received 
instructions from Washington (see Deptel 1838 March 9 to London 
4601) authorizing me give reply to Shah long lines paragraph 8 
Embtel to Department 1872 to London 570,” but suggesting | talk 
with him before doing so. Ambassador suggested | postpone ap- 
proach to Shah until he had received further instructions from 
London. He had already asked London for comment on paragraph 
& Embtel 1872. It might be preferable for him and me see London 
comment before | talked to Shah. On March 13 Ambassador in- 
formed me he had received telegram from London indicating Brit- 
ish Government had no opposition my approach Shah along lines 
paragraph &. 

5. On March 17 I gave Shah long awaited reply to his questions. 
To prevent later misunderstanding | prepared reply in writing on 
basis paragraph &. Without departing from sense that paragraph | 
expanded its terminology somewhat in order cushion impact. I told 
Shah document which I was about to read aloud to him was para- 
phrase of Washington reply. Shah listened attentively and then 
asked to read it himself. He went through it word by word asking 
many questions. For instance he wanted to know what was meant 
by “modest army’, by “unnecessary trappings’. He asked whether 
US would be willing to give Iran assistance for economic and tech- 
nical development so that Iranian national economy would more 





*Decument 431 
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quickly be able support army capable of defensive action. He asked 
whether Turkish national economy was at present capable support- 
ing Turkish armed forces and whether US considered Iran less 
worthy of military assistance than Turkey. What should he do 
next? Through what channels should conversations take place for 
purpose determining amount and character of additional assist- 
ance? | told him I not prepared or qualified enter into technical 
discussions Iranian defense. It would not therefore be helpful for 
me endeavor undertake interpret answers I had conveyed to him 
Logical course would be for Iranian Chief Staff and General 
McClure continue and broaden discussions re future Iranian army 
which I understood had already been initiated by Chief Staff. Shah 
said he though: it would be preferable that he personally talk with 
General McClure at early date. If he and General should reach cer- 
tain agreements did I think General's recommendations would be 
accepted by highest US defense authorities? I said General 
McClure had great prestige with US defense planners. Neverthe- 
less Shah should bear in mind that Washington in making deci- 
sions must give consideration not only to recommendations coming 
from Tehran but to defense needs other areas, and to internal, po- 
litical, economic and military factors in US. | sure recommenda- 
tions made by General McClure or myself would be given sympa- 
thetic consideration in Washington but they might not be accept- 
ed—particularly in full. Neither General McClure nor | were policy 
makers. Our role was to make recommendations based on our 
knowledge of conditions here in light of what we understood US 
policies to be. Shah said he hoped our conversation would be begin- 
ning renaissance for Iran; that Iran would become self respecting 
country with enough confidence in its future to encourage it to de- 
velop its economy, to play appropriate political and economic role 
in world, and to overcome inferiority complex which had plagued 
and weakened it for so many years." 

6. Shah asked if he could keep copy document which | had read 
to him. | agreed, pointing out that it merely transcript of oral 
statement. I asked however if he had suitable place to keep docu- 
ment such high classification. He decided eventually he would not 
keep copy but I would let him see it whenever he desired. Copy this 





*On Apr. 2 Ambassado: Henderson reported that, as a result of hie statements 
made to the Shah in paragraph 5 of telegram 1972, General McClure saw the Shah 
at the Shah's request on Mar 29 Once again, the Shah said that Iran had to join 
the Turkish-Pakistani pact, but that Iran also had to have some military capacity 
before beginning discussions. The Shah then proceeded to present a shopping list of 
equipment he deemed necessary to have immediately to give the Iranian Army 
combat effectiveness. General McClure was noncommittal in his response, but did 
bring to the Shah's attention certain deficiencies in Iran's armed forces. (Telegram 
2041, 788.5/4-254) 
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document being pouched to Department.‘ I have given copy British 
Ambassador. 
7. Shah told me he would mention matter to British Ambassador 
with whom he expected have conversation afternoon March 18. 
HENDERSON 





*Ambassador Henderson pouched the text of this document to the Department in 
despatch 618, Mar. 18. (788.5/3- 1854) 


No. 440 
> + [So Teteger Pla) 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET PRIORITY Lonpon, March 18, 1954—9 p. m. 


4024. Limited distribution. From Hoover 

1. At Foreign Office meeting this afternoon Butterworth and I 
met Caccia and HMG group for several hours. They proposed, in 
effect, that we and they try work out tentative formula for phase of 
negotiations relating to compensation from Iran, thereby helping 
break deadlock with Fraser.* 

2. Tentative formula, as set forth by HMG, as follows: 


(a) In addition to considerations and payments to AIOC from 
other members of consortium, there should be reasonable sum pay- 
able by Persian Government to AIOC in respect loss and damage 
arising directly or indirectly out of events of 1951 upon coming into 
force of consortium agreement; 

(b) That this sum ld form an integral part of any final settle- 
ment with Persian Government; 

(c) Assuming that Persian Government will agree to acceptable 
commercial arrangement with consortium (on 50-50 basis) a net 
sum in range of 280 million dollars nominal value, payable out of 
oil income over period of 20 years, at rate of 5 cents per barrel, is 

rded as not sevensenable. By “net” is meant after consider- 
ation of claims and counterclaims. This sum is to include payment 
for internal distribution facilities, the Kermanshah refinery and 
Naft-I-Shah oilfield. 

(d) Foregoing ls do not refer to compensation for assets 
nationalized by Persian Government (apart from those mentioned 





‘Sent to Tehran as telegram 176 and repeated to Paris and the Department 

*Hoover had reported from London earlier that day regarding a meeting between 
Harden and Fraser of AIOC resulting in no progress. Hoover also reported, however, 
that he was impressed that the British Gevernment was working earnestly at the 
highest levels to end the deadlock, and that he was describing his meeting with the 
Caccia group later that day in a subsequent telegram. (Telegram 4022, 888.2553/3 
1854) 
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im (c) above) or to compensation for ee eee eee 


thot these wil be adtuntely covered tr conclusion of acceptable 
commercial agreement referred to above. 


3. US companies, Shell and HMG are most anxious about effect 
of nationalization on operations elsewhere in world if price tag of 
280 million dollars, on easy terms, is placed on former AIOC enter- 
prise, and also worried at some future date Iran might feel that 
having paid for the property it was, in effect, entitled re-nationalize 
again. They therefore most desirous that this payment not be la- 
beled as compensation, but instead should be specifically regarded 
as for “loss and damage” as set forth in Jic) above. 

4. HMG most insistent that some such payment as above must be 
included in Iranian solution. Question therefore becomes (1) what is 
probable maximum amount that Iran could pay, on terms outlined 
above, and (2) what label can be placed upon it. 

5. Rountree’s feeling is that we should go as far as practicable in 
meeting obviously difficult problem for HMG; nevertheless, he has 
expressed to me concern that you may consider proposal in its 
present form would be unacceptable to Iranian Government. His 
reasons upon which we would also appreciate your comments, are 
the following: 

(a) While Iranian Government apparently prepared and in fact 
wishes pay reasonable compensation (net of counterclaims) pursu- 
ant existing authority in nine-point law, suggestion that payment 
be made not as compensation for properties nationalized (except in- 
ternal distribution facilities) but for AIOC's financial losses would 
raise, in addition other questions, legal point of whether Govern. 
ment has authority to do so without legislative action. 

(b) Even though it might be ibie convince Iranian legislature 
and public that sum moar teed i py 280 million dollars, would not 
be unreasonable compensation for properties nationalized, it ap- 
pears doubtful they would accept such a large payment for finan- 
cial losses to AIOC which is regarded to have thrived during period 
of economic crisis in Iran 

(c) There is doubt that even as true compensation the sum of 280 
million dollars net of Iranian counterclaims could be made 
ble; however, this may be within the realm of possibility. 


6. HMG forwarding above proposal to Ambassador Stevens 
Tehran for his comments. Suggest you may wish confer with him 
because great advantage having agreed view if possible. Would ap- 
preciate your comments soonest convenient, also Department's 
views." 

ALDRICH 





"In telegram 4846 te London. Mar 19, the Department gave general approval, 
stating that the outline of the formula seemed ‘not teo unreasonable (S®* 2553/3. 
1R54) 
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No. 441 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY Tenean, March 20, 1954—noon. 

1977. Limited distribution 

1. If it would dare do so Iran Government my opinion could as a 
strictly legal matter within framework nationalization law agree 
pay compensation AIOC for latter's financial lapses between date 
nationalization and effective date oil settlement (London telegram 
176, March 18 to Department 4024). Nationalization law authorizes 
Government set aside 25 percent net current oil revenues as securi- 
ty for “certain claims” which company may raise against Iran. | 
doubt, however, Government would dare agree pay compensation 
AIOC for such losses in connection any agreement which fails to 
give full satisfaction to Iran national aspirations re oil, that is, 
agreement which would not permit Iran have complete control 
over production and refining its oil and full freedom sell oil where 
it pleases on terms to be determined by it... . I believe Iranian 
public has been educated during last six months re realities situ- 
tion to such extent it will accept—although with feelings deep hu- 
miliation—agreement which in effect leaves Iran oil industry in 
hands foreigners provided Iran will not also be called upon to pay 
any appreciable an.ount compensation and provided its position in 
future will! be no less favorable than that other oil producing coun- 
tries Middle East re amount oi! sold abroad and revenues to be re- 
ceived per barrel from such sales. ‘See, however, paragraph 4.) In 
my opinion Iranian leaders have for most part become 
reconciled so far as control industry concerned (provided for- 
mulas found permitting them argue that nationalization had actu- 
ally been put into effect) because they have become convinced that 
it is only reasonable that consortium which undertakes market 
bulk Iranian oil must have sufficient control production facilities to 
assure itself steady flow oil 

Iranians leaders have been hoping, however, that in making ac- 
ceptable to Iranian public agreement which again gives foreigners 
right produce and sell Iranian oil on approximately 50-50 basis 
over long period of time they can point out that (a) problem com- 
pensation being taken care of by internal arrangements among 
members consortium, and (b) Iran will be put in no less favorable 
position than other countries of the Middle East which have not 





‘Transmitted in two sections. sent te Londen as telegram 604 for Hoover and re 
peated to the Department 
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nationalized their oil. Government would be placed in extremely 
vulnerable position, however, if in addition to giving foreigners 
right to control production and sale Iranian oil it should also agree 
pay compensation or to receive less per barrel for its oil than other 
Middle East countries. Iran Government leaders and Iran public 
would be sure to regard demand for compensation for damages suf- 
fered by AIOC during last three years as being advanced either (a) 
to enrich coffers AIOC at expense Iran, or (b) as punitive measure 
which would further humiliate Iran in eyes of world. Demand this 
kind which Iran would consider unnecessary, if not vindictive, cer- 
tain to arouse deep resentment. It might lead to complete break- 
down negotiations. It would give valuable ammunition to those 
forces determined keep West out of Iran. Even assun.ing full validi- 
ty AIOC claims, | believe advantages to be gained by AIOC in put- 
ting forth demand this kind would be more than offset by disadvan- 
tages which would accrue both immediately and in future 

I earnestly recommend, therefore, every effort be made to prevail 
on AIOC to be satisfied with compensation received from American 
companies and not to seek additional compensation from Iran. It 
might be stressed in this connection Iranian expressed willingness 
in past to pay compensation has been based on assumption that it 
would in future retain control production and sale its own oil. 

2. Iran public for three years has been assured Iran has valid 
counterclaims against AIOC amounting hundreds millions dollars. 
Impression prevails wide circles that any fair international arbitra- 
tion board would find that aggregate value these counterclaims 
would exceed that of losses AIOC installations in Iran. Iranian 
public would, therefore, believe ammount Iran's counterclaims would 
more than offset financial losses AIOC during last three years plus 
value of internal distribution facilities of Kerman Shah refinery 
and of Naft-I-Shah oil field. It would regard $280 million as unrea- 
sonable and exorbitant 

3. I doubt Iran Government could survive which would present to 
Majlis agreement providing that Iran would receive less per barre! 
for oil than other Middle East countries. If, for example, it should 
be calculated Saudi Arabia receives 80 cents per barrel for oil and 
if Iran is to receive 80 cents minus 10 cents for compensation there 
would be tremendous uproar. | doubt government would dare sign 
such agreement; if it should do so I doubt Majlis would ratify it; if 
Majlis should do so I doubt agreement could long remain in force 
in face outraged public opinion. If AIOC insists on this additional 
compensation and if US Government and companies decide that re- 
gardiess consequences in Iran they must associate themselves with 
AIOC in this matter it might be preferable request compensation 
in form of free oil so that Iran Government can tell its people Iran 
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will receive as much per barrel as ary other Middle East country. I 
hope, however, it will not be found necessary make decision this 
kind. 

4. It conceivable that Iran Government could be persuaded give 
AIOC reasonable amount compensation for loss to AIOC of latter's 
physical property in Iran other than that situated in oi! fields of 
south. Iran Government might, for instance, be prevailed upon to 
agree to formula along following lines: 

“(a) In consideration arrangements which have been entered into 
between Iran and consortium for production refining and distribu- 
tion Iran oil over X years, and (b) arrangements which have 
been entered into between AIOC and other members of consortium, 
Government of Iran and AIOC agree to waive all claims and coun- 
terclaims which each may have against other at time this agree- 
ment shall come into force except such as AIOC has 
against Government of Iran as result of loss to AIOC of internal oil 
distribution facilities in Iran, Kerman Shah refinery and dg gers 
installations of Naft-I-Shah oil fields. Both parties agree on 
lion dollars as value these damages and Government of Iran under- 
takes to settle these claims by paying to AIOC (note: or, if consid- 
ered , ‘to consortium’) X cents per barrel on all oi] deliv- 
ered by consortium for distribution in Iran until such time as these 
damages, including interest at X percent on unpaid balances, have 

5. If AIOC continues insist it be paid compensation for damages, 
distribution facilities in Iran, et cetera, it should be prepared to 
accept possible Iranian counter suggestion that these AJOC claims 
and Iranian counterclaims be submitted to International Arbitra- 
tion Board. 

6. I am sure in reading above you will not obtain impression that 
I do not believe AIOC has valid claims against Iran for damages, 
loss of distribution facilities, et cetera. | have merely tried point 
out practical considerations which, in my opinion, should influence 
AIOC not to present these claims. 

7. I discussed this matter twice yesterday with British Ambassa- 
dor who is communicating direct his government. Although he and 
I agree on some points | believe that | feel more strongly than he 
in advisability of submission of AIOC claims for $280 million. 

HENDERSON 
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No. 442 


POR. nd | Te bogey aor 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SPCRET NIACT Lonvon, March 22, 1954—noon. 


4062. Limit distribution. From Hoover 

1. At several meetings March 21 between US principals, Shell 
and AIOC it evident no further progress made. Fraser has accepted 
offer one billion dollars of which 150 million cash down and bal- 
ance at rate ten cents per barrei uve. <, proximately 24 year period 
(stated on 100 percent basis). He insisted this contingent upon re- 
ceiving compensation from Iran totaling 280 million dollars at rate 
approximately five cents per barrel over 20 year period 

2. Fraser refuses accept memo agreement with other companies 
unless this stipulation included, and under circumstances they 
hesitant comply. By signing US companies would be committed to 
proceed with deal regardless of whether or not US Government 
convinced it would be fair, durable and permanent in Iran. US 
companies believe better have this matter thrashed out now at risk 
of having entire negotiations jeopardized, rather than finding 
selves in impossible situation later. They believe should at least 
contain escape clause permitting withdrawal in event US Govern- 
ment becomes convinced final proposal would not be a durable so- 
lution. Ambassador and | agree and are so advising them 

3. No meeting March 21 between Caccia and Foreign Office 
group with ourselves. Further meetings not scheduled in view no 
comment yet from Department re Embtel 4057" and Tehran's 
1977." 

4. Situation appears to us as follows 


(a) We had hoped that large amount cash and future income to 
AIOC, together with residual participation of 40 percent in pro- 
posed consortium, would it HMG and AIOC to regard matter 
of compensation for past and damage from Iran as essentially 
an offsetting item inst Iranian counter claims. Furthermore, we 
had hoped that effective modification of nationalization, which 
could only be t about by a solution such as contemplated 
would when cou with other benefits outlined, satisfy the basic 
princi of compensation 

(b) If HMG insists upon going ahead, only alternative we see is 
for them to negotiate matter of additional compensation for AIOC 





‘Repeated to Tehran and Parw 
*See footnote 2. infra 
* Supra 
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direct with Iran Government. This we extremely concerned about, 
as would subject proposed negotiations in Iran to many potential 
dangers including (1) doubtful ability negotiate satisfactory terms 
of agreement and (2) questionable permanence of final solution. 

(c) HMG has previously indicated compensation matters could be 
placed iasi on agenda of negotiation discussions with Iran Govern- 
ment. While this gives some hope of ultimate compromise, it could 
also lead to split between HMG and ourselves in relations with 
Iran Government, and we therefore have serious reservations re 
going to Iran without reaching full understanding. 

(d) For many reasons we do not see how we can actively support 
HMG demand for specific additional compensation to AIOC from 
Iran as outlined above. We would therefore have to reserve our po- 
sition on this phase of negotiations, because their request almost 
tantamount to asking us become arbitrator and decide on specified 
amount in advance without reviewing actual evidence. 


5. Ambassador and | plan discuss this matter with Eden soonest 
possible, with intent request HMG reconsider its position in light of 
paragraph 4(a) above, and agree to forgo additional compensation 
for AIOC. 

ALDRICH 


No. 443 
RAK 2553 43-2054 Telegram 


The Secretary of St»te to the Embassy in the United Kingdom' 


SECRET NIACT WASHINGTON, March 22, 1954—7:23 p. m. 


4885. Limited distribution. For Hoover. Although recognizing im- 
portance British ascribe to matter, Dept cannot agree to support 
figure 100 million pounds suggested by UK Govt as compensation 
by Iran to AIOC. Arguments put forward by Amb denderson 
(Tehran tel 1977, sent London 604, being rptd Paris by Dept) and 
Hoover’s additional arguments ‘paras 5 and 6 London tel 4057, rptd 
Paris 546, rptd Tehran 180) seem to us overriding and almost in- 
controvertible. Insofar as principle of payment of compensation by 
Iran to AIOC is concerned, apart from internal arrangements 
within consortium for payment AIOC interests, Dept believes maxi- 
mum which could be contemplated by Iranians would be compensa- 
tion for such AIOC assets in Iran as are not recovered under con- 
sortium contract, along lines para 4 Tehran tel 1977. 

British Embassy has presented memorandum here which states, 
inter alia, that compensation must be paid by Iran because other- 





‘Repeated to Tehran and Paris. Drafted by Stutesman and Jernegan and ap- 
proved by Byroade. 
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wise total received by AIOC from consortium would place too low 
figure on value AIOC enterprise in Iran. Department unable 
concur that overall value of one billion dollars, as now agreed by 
companies on commercial basis, is too low in view of all circum- 
stances. 

Above position, expanded to include arguments used in pertinent 
London and Tehran tels, communicated British Embassy today 
with statement that Secretary and others in Cabinet held strong 
views on this subject. We now eagerly await report Aldrich and 
your meeting with Eden. 

Re para 6 London tel 4057,” informal conversation with British 
Embassy representatives was held before receipt Henderson's views 
and with understanding comments conditional upon Tehran's reac- 
tion and high level study of question here. 

DULLES 





*Paragraph 6 of telegram 4057, Mar. 21, reported that the British Government 
had conveyed the view that the Department of State supported the principle that 
some compensation to AIOC should be paid by Iran. (88* 2553/3-2154) 


No. 444 
82553 353-2344 Telegram 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET PRIORITY Lonpbon, March 23, 1954—1 a. m. 


4104. Limit distribution. From Hoover. 

1. Meeting noon March 23 at Foreign Office included Eden, 
Caccia and Denis Wright for HMG and Ambassador Aldrich, But- 
terworth and myself for US Government. Ambassador read pre- 
pared statement expanded along lines outlined Deptel 4885. Eden 
seemed surprised and upset, apparently expecting different ap- 
proach. Discussion lasted over one hour, each side maintaining po- 
sitions as originally outlined. Virtually all aspects of situation set 
forth with no indication of finding mutually satisfactory solution. 
Before adjourning Eden observed that matter particularly difficult 
for HMG, as Fraser had only agreed accept companies offer of one 
billion dollars on HMG assurance that his demand for 280 million 
additional compensation forthcoming. Group agreed meet again 
5:30 p. m. 





'Repeated to Tehran and Paris 
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2. Same group reconvened as scheduled, and Ambassador read 
proposal we had prepared as possible alternative for discussion pur- 
poses only, making clear it not yet submitted to Department and 
must be considered most tentative. Language followed closely as 
possible HMG memo March 18 included Embtel 4024 to Depart- 
ment, repeated Tehran 176. 


“It is proposed that an understanding on following lines should 
be considered on US and UK sides: 


“a. That apart from consideration between members of con- 
sortium in respect of future there would be sum payable by 
Iranian Government to AIOC in respect of internal distribu- 
tion facilities. Kermanshah refinery and Naft-I-Shah field and 
for damages arising directly or indirectly out of events of 1951 
up to coming into force of consortium agreement. 

“b. That this sum should form an integral part of any final 
settlement with Iran Government. 

“c. That assuming Persian Government will agree to com- 
mercial arrangement with consortium (on a 50-50 basis) a net 
sum taking into consideration of claims and counterclaims is to 
be determined by negotiation or failing that by arbitration 
within following limits: 

“Maximum: $280 million total net payment by Iranian Gov- 
ernment to AIOC. 

“Minimum: No net damage claims after counterclaims but 
payment for internal distribution facilities, Kermanshah refin- 
ery and Naft-Il-Shah field on an engineering evaluation basis. 

“d. Payment of whatever sum is determined will be made 
over period of 20 years. 

“Foregoing proposals do not refer to value of assets (apart from 
those mentioned at end of subparagraph c) nationalized by Persian 
Government or to future profits since it is assumed that these will 
be adequately covered by conclusion of acceptable commercial ar- 
rangement referred to above.” 


3. Caccia later suggested following additional paragraph which 
did not appear alter substance: 


“e. Consequently US Government and HMG agree: 


‘(i) That as a part of forthcoming negotiations in Tehran, 
AIOC shall put forward a claim on is of paragraph c 


“(ii) That HMG shall support this claim; 
“(iii) That although US Government will not commit itself to a 


figure, it will gee Persian Government to understand that 
settlement of this kind is justifiable.” 


4. After extended discussion, Eden stated this formula might 
prove acceptable compromise, but foresaw some difficulties, not 
least of which was his ability sell it to Fraser. Nevertheless, he ap- 
peared think it was fair arrangement. 
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5. Considerable time devoted to consideration negotiating proce- 
dure in Tehran if this proposal adopted, it being our fear that if 
large claims were presented initially by AIOC it would seriously 
jeopardize ability negotiate satisfactory commercial agreement 
with Iranian Government. We stated flatly that unless such type 
agreement reached, US companies and Shell would not participate 
in final solution due repercussions on their operations elsewhere. It 
our impression that HMG still not clear on problems of negotiating 
procedure which must be most carefully planned in advance of ar- 
rival in Iran. 

6. Finally, we made specific condition of our submitting above al- 
ternative proposal to Department, that it would be agreed by all 
parties that AIOC would take no action of any sort which would 
jeopardize ability of negotiators to reach satisfactory commercial 
agreement in Iran, including initial large or unreasonable demands 
for compensation. 

7. Views of Department and Ambassador Henderson re alterna- 
tive approach would be appreciated urgently as possible. Suggest 
inclusion of conditions or assurances along lines paragraph 6 if pro- 
posal otherwise considered satisfactory. 

ALDRICH 


No. 445 
MRA 2553/5-244 Telegran 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET PRIORITY Lonpon, March 24, 1954—1 p. m. 


4118. Limited distribution. From Hoover. 

1. In further consideration of alternate proposal for solution of 
compensation matter, as tentatively suggested to Eden by us vyes- 
terday (Embtel 4104) following paragraph might be inserted to spe- 
cifically include additional aspect our verbal reservations. 


“e. Iran Government shall be advised, during course of negotia- 
tions, that: 


(i) Iran shall have option of either arriving promptly at nego- 
tiated figure with AIOC, or submission to an international ar- 
bitration board. In either event final figure shall be between 
limits set forth above. 

(ii) If Iran chooses submit matter to arbitration, all parties 
agree proceed with balance of negotiations; and if successful at- 





‘Repeated to Tehran and Paris 
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tempt obtain consummation of agreement and resumption of 
operations rapidly as possible without awaiting formal findings 
of award”. 
2. Former paragraph e would then become paragraph f. 
3. We believe conditional statement, such as outlined above, de- 
sirable if Department and Ambassador Henderson agree that pro- 
posed approach is suitable promise [compromise]. 


ALDRICH 
No. 446 
SAA 2558 3-254 Telegram 
The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 
SECRET NIACT Lonpon, March 25, 1954—3 p. m. 


4150. Limited distribution. From Hoover. 

1. While we preparing answer to Department’s questions in 
Deptel 4291? (re Embtel’s 4104, 4118 and Tehran's 1994, 1996, 
1997)* Caccia called and requested conference Butterworth and me 
soonest possible. 

2. Meeting at noon with Caccia and Foreign Office group, Butter- 
worth and I were shown message already sent British Ambassador 
Washington this morning March 25 for delivery to Secretary State 
essentially as follows: 


(a) HMG will itself take over negotiation of AIOC claim against 
Iranian Government, and will handle matter through their Embas- 
sy in Tehran simultaneously with consortium negotiations. 

(b) Limits of negotiation will be between $280 million as maxi- 
mum and value of facilities (Kermanshah refinery, etc.) as mini- 
mum. 

(c) Last paragraph of message reads: 


“HMG, in protection of British interests, must have discre- 
tion to handle AIOC claim for compensation with Persians as 
they think fit. In exercising this discretion HMG will, of 
course, take full account of needs of consorti:m negotiations as 
a whole and of understanding proposed by US Ambassador in 
London.” (Apparently referring to our tentative proposal 
London Embtel’s 4104 and 4118.) 





‘Repeated to Tehran and Paris 

2Not printed. (888.2553/3-2154) 

*None of the Tehran telegrams is printed. (88%.2553/3-2454 and 888.2553/3-2554) 
For texts of telegrams 4104 and 411% from London, see Document 444 and supra 











IRAN, 1952-1954 969 


3. It is my impression AIOC were not willing accept formula 
similar to ours involving arbitration as final recourse, and in order 
avoid impasse, HMG has taken entire matter into own hands. 
When I asked Caccia what would happen if AIOC refused to accept 
amount negotiated by HMG, he replied “he will have had his fun 
and will be through”. Caccia intimated Denis Wright would prob- 
ably carry on negotiations. Latter scheduled arrive Tehran via 
KLM March 27. 

4. It my preliminary reaction that HMG proposal is best possible 
solution under circumstances as HMG would undoubtedly take 
much broader view of situation than AIOC. As matter practical 
fact, we probably have no alternative. 

5. Unless Department has strong reasons to contrary, it my rec- 
ommendation we accept HMG position and cooperate fully as possi- 
ble in order guide HMG actions in Tehran to greatest extent. 

6. If Department decides on above course, after consultation with 
Ambassador Henderson, it may wish again impress on British our 
views along lines that: 


(a) Solution along consortium lines is only feasible course to ac- 
complish US security objectives in Iran. 

(b) While we are cognizant of HMG desire to obtain fair compen- 
sation for AIOC from Iran, prosecution of such claim must not be 
allowed to jeopardize either a sound or durable solution. 

(c) We believe a commercially acceptable arrangement, on fifty- 
fifty basis, is of paramount importance in minimizing nationaliza- 
tion elsewhere and will have greater ultimate effect on other coun- 
tries than compensation of type here contemplated. 


7. Would appreciate Department's repeating to us and Tehran 
context or summary of discussions and papers exchanged with Brit- 
ish Ambassador Washington as only fragmentary parts available 
through Foreign Office here. 

End message from Hoover. 

I agree completely with conclusions and recommendations set 
forth in foregoing message.* 

ALDRICH 





*In telegram 4969 to London, Mar. 26, the Department expressed the view that 
the British proposal was acceptable. (88% .2553/3-2654) 














970 FOREIGN RELATIONS, 1952-1954, VOLUME x 
No. 447 


oe 208 3 2M Telegram 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State' 


SECRET NIACT Lonvon, March 26, 1954—6 p. m. 
4178. Limited distribution. From Hoover. At meeting between 
Caccia, Foreign Office group, Butterworth and myself, afternoon 
March 26, proposed agreement prepared as follows: 
“The followi ee a 


tium agreement. 
2. Assuming the Persian Government will to a commercial 


arrangement with the consortium (on a 50-50 basis) a net sum 
taking into consideration claims and counter<laims is to be deter- 
mi by negotiation or failing that by arbitration within the fol- 
lowing limits: 

Maximum: Pounds 100 million total net payment by the Iranian 
Government to AIOC. 

Minimum: No net damage claims after counter-claims but pay- 
ment for internal distribution facilities, the Kermanshah Refinery 
~ the Haft-i-Shah Field on an engineering evaluation basis. 

3. Payment of — sum is determined will be made over a 
period of 20 yea 

4. This sum should form an integral part of any final settlement 
with the Iranian Government. 

5. The foregoing proposals do not refer to the value of the assets 
(apart from t mentioned at the end of paragraph 2) national- 
—— the Persian Government or to future its since it is as- 

that these will be adequately covered the conclusion of 
le commercial arrangement refe to above. 

6. Consequently, the US Government and HMG agree: 


(a) That, as part of the forthcomi — in Tehran, 
HMG will put forward a claim on be of AIOC to the Per- 
sian Government in the manner that thes think fit. In doing 
so, HMG will, of course, take full account of the needs of the 
consortium negotiations as a whole and of the above under- 


ing. 

(b) That, alt h the US Government will not commit itself 
to a figure, it will support the principle of just compensation 
and will leave the Persian Government in no doubt that it is to 





‘Repeated to Paris and Tehran 
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the advantage of all concerned that the matter of claims and 
counter<laims involved shall be settled in order that the con- 
sortium may have the best chance of success.” 


Comments included in Embtel to follow. 
ALDRICH 





"On Mar. 26 Hoover cabled that the proposed agreement was, in effect, a modified 
version of the formula outlined in telegram 4104 (Document 444), that all commit- 
ments were included in the proposal; that the proposal envisaged a solution by nego 
tiation and failing thai, by arbitration; and that Hoover believed that the British 
in fact, be reasonable in negotiations, certainly more so than if 
the AIOC were handling matters. (Telegram 4179 from London; ®88.2553/3-2654) 

The Department replied to telegram 4178 later on Mar. 26 informing Hoover that 
the Department confirmed US. agreement to the memorandum of general under- 
standing. (Telegram 4993, 8&8 2553/3-2654) 


No. 448 
WHA 2558 3.9054 Telegram 
The Ambassador in the United Kingdom (Aldrich) to the 
Department of State 
SECRET NIACT Lonpvon, March 30, 1954—7 p. m. 


4250. Limited distribution. From Hoover. 

1. At meeting with Fraser of AIOC today, De Metz of CFP stated 
French company would take participation in consortium of 6% 
though he had been under great pressure from French Government 
take full 8% or even more. 

2. It important to note this reduced participation requested by 
CFP was freely arrived at by them, on basis of commercial consid- 
erations only. 

3. US companies and Shell of opinion, with which I| concur, that 
this participation should be accepted, even though it still unreal- 
istically high. 

4. If Department approves proposed decision, in making accept- 
ance known to French Government it may wish to state through 
whatever channels are deemed most effective that we assume we 
will have full support of French Embassy in Tehran during forth- 
coming negotiations. This also excellent opportunity drive home 
any additional points we may need to make and smooth over ruf- 
fled feelings if still existing. 





‘Repeated to Tehran and Paris 
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5. Department's views, together with comments from Ambassa- 
dor Dillon and Ambassador Henderson, appreciated soonest con- 
venient as decision should be made known HMG here March 31.” 

6. I tentatively planning leave London for Tehran April 2 inas- 
much this phase of negotiations appears completed. 





No. 449 
wee 25 414 Telegram 
The Ambassador in the United Kingdom (Aldrich) to the 
Department of State' 
SECRET PRIORITY Lonpon, April 1, 1954—8 p. m. 


4311. Limited distribution. From Hoover. Butterworth and I met 
with Caccia and representatives Ministry Fuel and Power and 
Treasury today. They showed us text of proposed joint statement 
which they believe should be made in writing, probably early next 
week, to Iranian Government by Ambassadors Henderson and Ste 
vens and which they are sending to Ambassador Stevens for his 
comments. They also showed us instructions which they are send- 
ing Ambassador Stevens regarding oral communication which he 
would make to Iranian Government in connection with proposed 
joint statement. Approach to lranians, however, would not be made 
until further instructions received, as explained below. 

After suggesting one or two obvious changes (to which British 
agreed) in proposed statement, we explained we would be glad for- 
ward it to Department and Ambassador Henderson, but that the 
latter's instructions would have to come from Department. There- 
fore, we could not make any recommendation regarding matter 
pending receipt of Ambassador Henderson's and Department's com- 
ments. We also undertook forward our tentative suggestions, which 
we showed British, as to instructions which Department might give 
Ambassador Henderson in this connection. 

Text of proposed joint statement is as follows: 


“1. A consortium has now been provisionally formed and is ready 
to discuss with the Persian Government the resumed operation of 





‘Repeated to Tehran and Paris 
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Three representatives of the consortium will leave for Tehran 
to negotiate the Persian Government as soon as the latter in- 
are 
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“3. This delegation will be concerned with arrangements for the 

i not to complicate their tasks, it is proposed 
two other matters, related to the general agreement which all 
will be reached, should for convenience be dealt with sepa- 
y between Her Majesty's Government and the Persian Govern- 
ment. 

“4. The first is the question of compensation for AIOC. Assuming 
that an arrangement is made between the Persian Gov- 
ernment the consortium, compensation will not be claimed in 
respect of assets to be used by the consortium or in respect of the 
future, that is for the period following the date on which general 
agreement comes into force. In such event, the problem becomes 
one of covering claims and counterclaims for losses and damages 
up to the date of the coming into force of the consortium agree- 
ment. Her Majesty's Government wish to assure Persian Govern- 
ment that what will be t will be reasonable in amount and in 
period for # en geurme in to avoid undue burden to Persia's 
economy. principle of fair com tion is supported by Her 
Majesty's Government, the United States Government and all the 
members of the consortium and it is understood that the Persian 
Government has also assented to it. 

“5. Both governments believe that every ible effort must be 
made to obtain a rapid, sound and dence cobatlon. Therefore, 
though several alternate methods of arriving at an agreement 
might be chosen, they suggest that a sensible course, obviating 
need for protracted and contentious procedure of detailed examina- 
tion of claim and counterclaim, would be for Her Majesty's Govern- 
ment and Persian Government to on an amount to be paid to 
the company which would dispose of this issue once and for all. 

“6. The second matter which it is suggested should be dealt with 
separately is that of payments arrangements covering Persia's use 
of evn og which currency the consortium representatives will 
propose that their members, when settlement is reached, should 
pay the Persian Government. These arra nts will provide for 
conversion of Persian-owned sterling into dollars and other curren- 
las ip sade eal ah ane hs le 

End Joint Statement. 


Our suggestion as to instructions which Department might give 
Ambassador Henderson, if he agrees, would be more or less as fol- 










lows: 




















you chould take it clear thet in cur epinion it would be te encoed 


ee eT ee ee eee ee ee 
to pay net damages, taking into account counterclaims as 
well as claims, for losses incurred as a result of nationalization to 
date. While the British Embassy wil! be carrying on the negotia- 
tions for compensation and the consortium members will be negoti- 
ating future operations in separate meetings, neverthe- 
a eo ary ary te Tyas eth sen ar poy 

Wich eapard to publicity, it hes been agreed thet: the negotiating 
team will not make any statements other than a general statement 


on arrival expressing ir pleasure at being in Iran and their con- 
Se ee ee 
oil problem. We also believe that neither the British 


i 


any statements to press regarding course of negotiations without 
first clearing with each other and with negotiating team, and you 
should discuss this with the Foreign Minister.” 


Tehran. They relate largely to negotiations which British Embassy 
is to carry out with Iranian Government regarding compensation 
for AIOC. 

British expect that after joint statement (or separate statement 
with same content if that determined to be more desirable) has 
been made to Iranian Government and negotiating team has left 
London for Tehran, Eden will make statement in Commons along 
lines paragraph one and two of joint statement. 

Companies are meeting with AIOC tomorrow April 2 to receive 
final text memorandum of understanding setting up consortium 
which they are expected to initial.» Memorandum will then require 
clearance with company headquarters which it is hoped will not 
take more than 48 hours. As soon as agreements secured, Ambassa- 
dors Henderson and Stevens would be instructed make joint ap- 
proach Iranian Government, assuming they and Department 
concur.* 





"The text of the final version of the Memorandum of Understanding, dated Apr 
9, among the companies forming the Iranian oi] consortium, is enclosed as an at- 
tachment to a letter of Apr. 30 from Stutesman to Rountree (GTI files, lot 57 D 155, 
Consortium”) Regarding the signing of this Memorandum of Understanding, see 
Documents 452-455 

"Henderson proposed and the Department agreed that the US. and British state- 
ments, slightly different im text, should be issued separately (Telegram 2040 from 
Tehran and telegram 1988 to Tehran, both Apr. 2, 884 .2553/ 4-254) 
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; 


a 4-4 Tebeg tom 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET PRIORITY Lonpon, April 3, 1954—2 p.m. 


4343. Limited distribution. At Caccia’s request Embassy officer 
met with British group including Caccia, Maud and Playfair at For- 
eign Office today to discuss proposed communication to be made to 
Iran Government by Ambassadors Henderson and Stevens. British 
agree presentation should be made by two Ambassadors in succes- 
sive interviews but strongly favor presentation identical statements 
(aside from smal! textual differences mentioned paragraphs |-a 
and 1-b Tehran's 20407). British group unanimously expressed 
view, however, that Ambassador Henderson's suggested changes for 
paragraphs 4 and 5 of proposed statement were not acceptable. 
They did not give details but commented these changes would “‘ac- 
centuate differences” between US and UK whereas text (Embtel 
4311*) in drafting of which they pointed out Hoover had participat- 
ed, was intended put US and UK as close together as possible. 

Embassy officer made it clear that Hoover in transmitting draft 
to Department and Tehran had taken position we were forwarding 
draft without any recommendations peoding receipt Ambassador 
Henderson's and Department's comments. 

Since Hoover has meanwhile proceeded Tehran and will prob- 
ably see Ambassadors Henderson and Stevens tonight, it was 
agreed Foreign Office and this Embassy would telegraph urgently 
suggesting he and two Ambassadors attempt work out revised draft 





‘Sent to Tehran for Hoover and repeated to Paris and the Department 
*See foot note 3, supra 
* Supra 
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soonest for submission Foreign Office and Department for approv- 
al. British expressed hope Hoover in discussing matter with Am- 
bassadors Henderson and Stevens could give details re meeting 
here reported Embtel 4311 and explain background of British 
thinking re draft. Embassy representative of course made no com- 
mitment on this point. 

British stated (apparently for first time) that AIOC would not ini- 
tial memorandum of understanding with companies until foregoing 
clarified between US and UK Governments. In this connection, 
companies met yesterday morning, received another revision of 
memorandum of understanding yesterday evening, and are meet- 
ing again this afternoon to discuss it and if they agree, forward it 
to their home offices for necessary approval which it hoped forth- 
coming over weekend. 

Department's understanding (paragraph 3, Department telegram 
5135*) re statements to press correct and is shared by British. 

ALDRICH 





*Not printed 


No. 451 
wer 58 4 24 Telogream 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET NIACT Tewran, April 4, 1954—1 a. m. 

2051. Limited distribution. 

1. British Ambassador, Hoover, and I discussed this evening 
London telegram Tehran 202 to Department 4343° and came to 
agreement regarding virtually identical text subject to approval 
Washington and London. In order facilitate matters Hoover and I 
decided follow text of draft incorporated London telegram to 
Tehran 198, April 1, to Department 4311° unless we felt strongly 
changes should be made 

2. Paragraph 4 of original document (London telegram 198)* as 
agreed upon here as follows: 

First sentence as in original. Second sentence insert “by AIOC” 
after words “wil! not be claimed”. Third sentence reads “there re- 
mains, however, the problem of claims for losses and damages up 





‘Also sent to London 

* Supra 

*Decurment 44% 

*Printed as telegram 4311, Decument 449 
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compensation is supported by United States Govern- 
Majesty's Government, by all the members of the 


+ 
ze 





*The Department approved the suggested revisions advanced by Ambassador Hen. 
derson in telegram 1997 te Tehran on Apr. 4. (888.2°53/4-454) The Embassy in 
London 5 


the revised statement to be used by Henderson and Stevens in their parallel ap 
proaches to the Iranian Government ‘Telegram 4353, §KK 2555 4-554) 
Subsequently, Henderson reported on Apr 7 that Ambassador Stevens, on instruc. 
tions from London, made the following changes im the text of the paralle! statement 
a) end of first sentence changed from ‘their oil industry to ‘the oi! industry’; (>) 
sentence fourth paragraph including the fair value of the Kermanshah re- 
’ changed to ‘and for the fair value of the Kermanshah re mery and ‘c) in 
sentence words ‘the problem inserted before of Iranian cowsterciaume  Brit- 


TF 


ish Ambassador desired but did not insist my statement be amended accordingly 
and in view their minor nature | have made changes. Contrary procedure which | 
plan follow British Ambassador has incorporated entire statement im formal first 
person note to Foreign Minister with intreductory paragraph reading 

“| have honour, under instructions from Her Majesty's Principal Secretary of 
State for Foreign Affairs, to convey to Your Excellency communication 
from Her Majesty s Government which has been drafted in agreement with Govern 
ment of US. “ (Telegram 2078, 888 2553) 4-754) 

The Embassy in London reported on Apr 9 that since the Memorandum of Un- 
derstanding was being ®: that day by the American oi] companies and AIOC 


signed 
the Foreign Office was cabling Ambassador Stevens in Tehran to approach the Ira 
Continued 
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No. 452 
RRR 2553/4-554: Telegram 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET NIACT Lonpon, April 5, 1954—3 p. m. 


4354. Limited distribution. 

Re Embtel 4353,” following is that part of text of memo of under- 
standing among companies relating to relations and indemnities 
which was agreed by companies and is acceptable to HMG. 


“1. (a) The interests concerned (hereafter collectively called ‘the 
consortium’) will endeavor to make an arrangement (hereafter 
called ‘the new agreement’) with the Government of Iran which 
would be acceptable to each of those interests and which would 
enable Iranian oil to flow again into the world’s markets on a com- 
mercial basis. 

“(b) It is understood that HMG’s Government will endeavor to 
come to a settlement (hereafter called ‘the settlement’) with the 
Government of Iran of the claims and counterclaims of the Anglo- 
Iranian and the Government of Iran. 

“(c) In the course of the negotiations for the new agreement and 
the en, the following releases and indemnities will be 
sought: 


“(i) By the Government of Iran in favor of the Anglo-Iranian. 


“(a) A release by that government from all claims and de- 
mands of that government in respect of any matter prior to 
the effective date of the new agreement, 

“(b) An indemnity by that — in respect of any claims 
and demands that may made against the Anglo-Iranian 
by third parties arising out of the oil operations in Iran of 
the Anglo-Iranian prior to the events of 1951, and 

“(c) An indemnity by that government in res of any claims 
and demands arising directly or indirectly from the events of 





nians along the lines of telegram 4311 from London and subsequent telegrams. 
(Telegram 4461; 888.2553/4-954) The Department on Apr. 9 instructed Henderson to 
follow suit. (Telegram 2044; 888.2553/4-954) Henderson, in turn, informed the De- 
partment on Apr. 9 that he and the British Ambassador in successive meetings with 
the Iranian Foreign Minister that evening had delivered the parallel statements. 
The Foreign Minister stated that the Iranian Government would be pleased to re- 
ceive representatives of the consortium. (Telegram 2095; 888.2553/4-954) 

‘Repeated to Tehran. 

?In telegram 4353, Apr. 5, the Embassy reported that at a meeting that morning 
at the Foreign Office, US. and British officials considered certain outstanding 
points in a proposed memorandum of understanding among the companies that 
were forming the consortium, and that these points would be elaborated on more 
fully in telegram 4354. (888.2553/4-554) 
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1951 that may be made against the Anglo-lranian by third 

parties. 

“(ii) By the Anglo-Iranian in favor of the Government of Iran 
a release by the Anglo-Iranian from any claims and demands 
of the Anglo-Iranian in respect of any matter prior to the effec- 
tive date of the new agreement. 

“(iii) By the Government of Iran in favor of each of the mem- 


bers of the consortium and such of their affiliates as will enter 
into the new agreement. 


“(a) A release by that government from all claims and de- 
mands of that government in respect of any matter prior to 
the effective date of the new agreement, 

“(b) An ncomey by y that prreeamens in respect of any claims 
and demands that may be made against any member of the 
consortium (and their above-mentioned affiliates) by the 
third parties arising out of the oil operations in Iran of the 
Anglo-Iranian prior to the events of 1951, and 

“(c) An indemnity by that government in ay of any claims 
and demands arising directly or indirectly from the events of 
1951 that may be made against any member of the consorti- 
um (and their above-mentioned affiliates) by third parties. 


“(d) It is the intention that, insofar as the foregoing releases and 
indemnities affect the Anglo-Iranian, they shall be included in the 
settlement, and, insofar as they affect the consortium, they shall be 
included in the new agreement. HMG will, therefore, negotiate 
those affecting the Anglo-Iranian with Government of Iran and 
leave all others to be negotiated by the consortium (if, however, it 
appears to HMG during the course of negotiations that it would be 
appropriate and desirable that they negotiate the other releases 
and indemnities they will, if so requested by the consortium, be 
pre to negotiate these others in behalf of the consortium for 
inclusion in the new agreement). 

“2. If the new agreement is made by the consortium with the 
Government of Iran and such legislative and executive actions are 
taken in Iran as will give the new agreement the force and effect 
of law, and if the settlement is come to between HMG and the Gov- 
ernment of Iran and if the releases and indemnities hereinbefore 
mentioned are obtained then it is the intention that:—.” 


Remainder memo largely concerns details payments and partici- 
pation. There seems to us no problem regarding foregoing but 
American companies would appreciate Department's and Hoover's 
views. 

In proposed exchange of letters re memorandum of understand- 
ing there was a reference to the “understanding between HMG and 
US dated 26 March 1954’’.* We suggested reference also be made to 
our memo March 27 (Embtel 4196). British objected claiming it 





3See Document 447. 
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would then be necessary for them indicate disagreement on point C 
of our memo of March 27.* Matter finally tentatively agreed by 
having pertinent sentences exchange of letters refer simply to “un- 
derstanding between HMG and US Government on this subject”. 
Please confirm acceptability. 

2. Another problem regarding memo of understanding arises in 
connection with the following which is quoted from memo of under- 
standing: “(b) If a member transfers, by assignment or otherwise, 
the whole or part of its interest in the consortium in accordance 
with such terms as may be agreed between the members regarding 
transfer of interests, the obligation of the member to make the pay- 
ments as set out in subparagraph (i) and (ii) above shall, unless oth- 
erwise agreed, continue unaltered. For this purpose crude oil and 
products owned or sold by any successor of any original member of 
the consortium and exported from Iran shall be deemed to be 
owned or sold by such original member and exported.” In this con- 
nection AIOC wishes other members continue be responsible in the 
event a company to which transfer is made should fail to live up to 
obligations. American companies say request eminently reasonable 
and one they are fully prepared to assume where they responsible 
for selection companies to which transfer would be made, since this 
will not be so in case of independents. American companies though 
reluctant assume responsibility in that circumstance, have agreed 
to do so under terms indicated below. 

HMG also unwilling take responsibility in this instance, contend- 
ing problem derives basically from US anti-trust laws and solution 
therefore an American matter. Moreover, it not in position expert- 
ly to pass on financial capacity or integrity of US oil companies. 

To cover this point and to give precision to subject matter of 
Embtel 4241,° following is substantive part of addendum to agree- 
ment: 


“There appear to be some considerations which would make it 
desirable for the five American companies, which have been par- 
ticipating in the negotiations regarding the consortium, to reserve 
the freedom to transfer some part of their total participation ‘(ag- 
gregating 40 percent) to other American oil companies provided 
that no objection is taken to them by HMG or Government of Iran. 
This freedom should exist for a period of six months from the effec- 





*Telegram 4196, Mar. 27, is not printed; point C of the memorandum reads: 

‘“C) The US Government believes a commercially acceptable arrangement on a 
50-50 basis, is of paramount importance in minimizing nationalization elsewhere 
and will have fully as great an effect on other countries, if not much greater, than 
would compensation of the type contemplated by Her Majesty's Government.” 
(888.2553/3-2754) 

SNot printed. (888 2553/3-3054) 
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tive date of an agreement between the consortium and the Govern- 
ment of Iran. 

“Within such period of time and if the conditions stated below 
are met, each of the five American companies would be free to 
transfer up to | percent of its participation, making a total of up to 
5 percent, to other established American oil companies of sufficient 
responsibility to undertake the financial obligations of their par- 
ticipation, or to an American company fo by such other com- 
panies. There would be required as conditions of any such transfer 


of participation that: 


“(1) It would be taken on the same terms and conditions on 
which that part of the participation PGs acquired by the five 
American companies; 

“(2) The transferees (S) would assume, in respect of that part 
of the participation thus transferred, all of the obligations of 
consortium members, including the obligation to make identi- 
cal payments to Anglo-Iranian; 

“(3) If there were a default for a period of 30 days in making 
these payments to Anglo-lranian the participation of the de- 
faulting transferee (S) would revert to the transferor (S) at the 
option of the latter; and 

“(4) If there were more than one transferee, they would un- 
dertake to act as a single bloc in all matters relating to the 
consortium’s operations either by agreement to that effect or 
by forming a company for that purpose. 


“Provided the above reservation is grantea and the necessary ex- 
ception is made to cover it, the five American companies would 
agree to any undertaking, satisfactory to all the consortium mem- 
bers, that there would be no disposal by a consortium member of 
its interest for a period of five years after the effective date of an 
agreement between the consortium and the Government of Iran, 
except to a subsidiary or affiliated company (to be defined).” 


Please if at ali possible issue overnight instructions since consor- 
tium representatives have chartered plane to leave London 
Wednesday p. m after members consortium have initialed memo of 
understanding and Iran invitation issued, which cannot take place 
until clearance from Washington obtained.® 

ALDRICH 





*On Apr. 6 the Embassy in London informed the Department that all the details 
of the consortium memorandum of understanding had been concluded, and the only 
matters stil! outstanding were those referred to in telegram 4354. (Telegram 4375; 
888.2553/4-654) 
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No. 453 
RRS 2553/4-654 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET NIACT TEHRAN, April 6, 1954—3 p. m. 


2067. Limited distribution. From Hoover. Re questions raised in 
London telegram 4354 to Department (repeated Tehran 204), my 
comments follow: 


1. It should be borne in mind constantly that document entitled 
memorandum of understanding together with exchange of letters 
will at some future time become public property, or will at least 
come into possession of Iranian Government. Therefore believe gen- 
eral tone of document, in addition to its actual contents, should be 
matter of careful consideration. While only restricted excerpts 
could be included in reference telegram, it my impression that 
legal terminology and occasional choice of words might be reviewed 
to good advantage in London from standpoint of subsequent public 
relations in Iran. For example would suggest use some other word 
than “indemnify” in quoted passages of document if suitab'e alter- 
native available. 

2. See no objection to quoted passage identified as paragraph (2) 
of document, namely “and if settlement is come to between HMG 
and Government of Iran”, upon which London specifically requests 
comment, if this satisfactory to US companies. Desire of latter to 
have escape clause in event that in their opinion, or that of US 
Government, compensation matter had prejudiced durability of 
consortium agreement would appear be satisfied by first part of 
same sentence, namely “if new agreement is made by consortium, 
et cetera.” In other words they have option not to accept agree- 
ment if they believe it will not prove durable. 

3. In proposed exchange of letters, it would appear desirable, if 
possible, that no mention be made whatsoever to any agreement or 
understanding between HMG and USG on subject of compensation 
for loss and damages, whether reference is made to specific dates 
or otherwise. It my memory that HMG was most emphatic that no 
mention be made of such agreement when discussing subject, and 
we concurred. See my paragraph (1) above re effect on Iranian 
public opinion in event of unauthorized publication. 

4. In re clauses covering admission of US independents, see sepa- 
rate Embtel to follow immediately.” 


HENDERSON 





‘Repeated to London. 
*Reference is to telegram 2069, Apr. 6, not printed. (888.2553/ 4-654) 
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No. 454 
SSA 2555/4-54. Telegram 


The Secretary of State to the Embassy in the United Kingcom' 


SECRET NIACT WASHINGTON, April 7, 1954—2:11 p. m. 


5231. Limited Distribution. 

1. Have discussed your Memorandum of Understanding (London 
4354 rptd Tehran 204?) with Justice and others concerned and ad- 
vised that we are in agreement with proceeding on this basis pro- 
vided that clarification of Section b is made as follows: 


“2.b. If a member transfers by assignment or otherwise the whole 
or part of its interest in the consortium the obligation of the 
member to make payments as set out in Paragraphs | and 2 above 
shall, unless otherwise agreed, continue unaltered. No part of the 
responsibilit of the member for payment or offtake of petroleum 
or products from Iran shall be diminished, by such transfer, provid- 
ed, however, such member or transferee shall, when petroleum or 
products have been offtaken from Iran, have complete and unham- 
pered control of the disposition by sale, exchange or otherwise of 
such petroleum or products.” 


and provided that small 4 under required conditions of transfer for 
participation by independents is clarified as follows: 


“If there were more than one transferee they would agree to des- 
ignate one common agent to deal with all matters relating to the 
consortium, provided, however, that when petroleum or petroleum 
products have been offlifted from Iran, all such transferees, inde- 
pendently of each other, should have free and unhampered right to 
dispose of such petroleum or petroleum products in their capacity 
as individual companies and without any restraint due to the joint 
representation of the group in consortium matters by the designat- 
ed member.” 


These clarifications are deemed necessary in order to conform to 
Attorney General's opinion delivered to National Security Council. 

2. With reference to limitation of five years on sales of stock by 
participants it would appear that the question is one of reasonable- 
ness and that a one-year or two-year limitation would be preferred. 
However, if the five-year limitation is determined to be essential to 
the prompt settlement, the Attorney General would not object. 

3. Department of Justice points out, of course, that any agree- 
ment between consortium members and third parties or any provi- 





‘Repeated to Tehran for Hoover. Drafted and signed by Byroade after being 
cleared with Deputy Secretary of Defense Anderson and by Assistant Attorney Gen- 
eral Barnes. 

2Document 452. 
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sion for future dealings must be maintained within framework of 
opinion heretofore given by Attorney General to NSC. 

4. Regarding proposed exchange letters re Memo of Understand- 
ing (London’s 4354 and Tehran’s 2067") Department would prefer 
have no reference to US-UK “understanding”, but in view Lon- 
don’s 4393, sent Tehran 209,* willing accept inclusion reference to 
“understanding between HMG and US Government on this subject. 

5. Department appreciates importance of considerations set forth 
by Hoover in para 1 of Tehran's tel 2067, rptd London 639, and 
hopes companies will make textual changes as suggested.® 

6. For information US officials only. Re independents, we are 
proceeding on basis Hoover's feeling there little chance success re- 
opening matter now with British (Tehran tel 2055, rptd London 
634)® but, should this course appear desirable in future, we would 
expect reopen question participation independents in light circum- 
stances then existing. 

DULLES 





*Document 452 and supra. 

‘In this telegram, Apr. 6, the Embassy in London informed Hoover that Caccia 
reported that the British Government had had the greatest difficulty in getting 
Fraser to agree to omit a specific reference to the US.-U.K. memorandum of under- 
standing of Mar. 26 (see Document 447). It would be impossible, however, to get 
Fraser to agree to delete all general references to the understanding reached be- 
tween the United States and United Kingdom in handling the AIOC’s claims. (Tele- 
gram 209 to Tehran, repeated to the Department as 4393; 888.2553/4-654) 

‘On Apr. 8 Hoover informed the Department that he believed the Department of 
Justice stipulations were reasonable and should not delay the consummation of the 
consortium memorandum of understanding, which was necessary before the consor- 
tium negotiating team could depart for Tehran. (Telegram 2088; 888.2553/ 4-854) 

That same day the Embassy in London informed the Department that the British 
companies comprising the consortium had serious objections to the inclusion of the 
Department of Justice language in the memorandum of understanding, and that 
Koegler of Standard of NJ would be explaining these objections to the Department 
(Telegram 4453; 888.2553/ 4-854) 

*Not printed. (888.2553/ 4-454) 





No. 455 
BAA 2553 4-954 Telegram 


The Secretary of State to the Embassy in the United Kingdom' 


SECRET NIACT WASHINGTON, April 9, 1954—12:37 a. m. 


5304. Limited distribution. As result conversations today between 
Koegler of Standard NJ and Barnes and Emmerglick of Justice, 





‘Repeated to Tehran. Drafted and signed by Stutesman after being cleared with 
Assistant Attorney General Barnes. 
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with State representative attending, it has been agreed here follow- 
ing language could be substituted for paragraph 2(b) Deptel 5231 to 
London repeated Tehran 2022: 


“If a member transfers by assignment or ctherwise the whole or 
part of its interest in the consortium the obligation of the member 
to make payments as set out in subparagraph a and b above shall, 
unless ee ee ee purpose 
of computing the amounts of these payments, crude oil and prod- 
ucts owned or sold by any wcostecr of nny origiual member of the 


consortium and yn aha nen esigedir yrodmondia yt ~ anki nbinncenny 
or sold by such original member, and exported, without, however, 
any effect upon such successor’s right to have complete and un- 


hampered disposition by sale, exchange or otherwise of such crude 
oil or products. If a member or successor transfers the whole or 
part of its interest in the consortium to another member of the con- 
sortium, the transferor shall, to the extent of the interest trans- 
ferred, be relieved of its obligation to make the payments as set out 


in subparagraphs (a) and (b) above.” 


It has also been agreed here that opening phrase of smal! para- 
graph 4 of addendum to agreement shall! be revised to read: 


“If there were more than one transferee they would agree to des- 
ignate one common agent to cast a single vote as to all matters re- 
lating to the consortium, etc.” 


Basis Koegler’s initial presentation was telegram he had received 
from Monaghan in London suggesting certain textual changes to 
meet both Justice and British views. Agreement was reached here 
on text substantially similar suggested language and Koegler then 
checked by telephone with London. British reportedly had some 
further objections and text quoted preceding paragraphs represents 
best effort here to meet objections. Koegler has telegraphed sepa- 
rately advice to companies to accept language and move ahead. 

Advise urgently if any obstacles still remain to initialling memo 
understanding. Of course want to know immediately when consorti- 
um team sets firm date departure for Iran.” 

DULLES 





2On Apr. 9 the Embassy in London informed the Department that the British 
companies had agreed to the language proposed in telegram 5304, that the Ameri- 
can companies had confirmed this, and that the consortium memorandum of under- 
standing would be initialed that day. (Telegram 4461; 888.2553/ 4-954) 
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No. 456 


wee 25 6 15d Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY Tenran, April 13, 1954—5 p. m. 

2120. Noforn. Limited distribution. 

1. This morning Hoover and I had informal and friendly audi- 
ence Shah lasting one and half hours. He primarily interested in 
various aspects impending negotiations with consortium but also 
asked many questions re coming compensation negotiations with 
British. Re latter we assured him it our understanding discussions 
limited solely to determination lump sum for loss and damages 
arising out nationalization, after consideration Iranian counter- 
claims. Compensation for value assets and for future profits would 
be included as part consortium agreement if satisfactory solution to 
other problems achieved. 

2. Shah expressed concern re currency negotiations with British, 
that Iran would not have sufficient dollars if operations conducted 
in sterling. We explained matter one of extreme complexity and 
endeavored assure him we believed British would be sympathetic 
and fair in working out solution satisfactory both sides. We stated 
it our understanding Saudi Arabia, Kuwait and Iraq also operate 
on sterling basis, which he had not appreciated as had believed 
they still paid in gold. He appeared satisfied our explanation. 

3. Hoover told Shah he had not had opportunity discuss currency 
matters with Ebtehaj in Washington for several months and did 
not know latter's latest thinking, for which he had great respect. I 
asked directly if Ebtehaj coming Iran soon, but Shah appeared not 
to know. (We considerably concerned that Iran may not have com- 
petent negotiating advice on currency question, and hoped plant 
idea of getting Ebtehaj here soonest as British obviously playing 
cards very close to chest and have refused consult with us re their 
full intentions. We do not feel appropriate we attempt advise lrani- 
ans re these matters under present circumstances.) 

4. As on former occasions Shah again asked re sincerity and good 
will of British. Hoover assured him he convinced that HMG sin- 
cerely wished arrive at fair settlement oil problem and cooperating 
fully bring it about. Shah then stated he had some doubts re sin- 
cere desire AIOC see solution effected and asked Hoover's opinion. 
Hoover replied he believed AIOC fine organization, many of whose 
personnel friends and admirers Iran. But occasionally there were 





'Repeated to London 
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interfere with reaching equitable settlement. 
5. Shah asked further questions re management and refining as 


first formal meeting with Iranians April 14.” 





®The consortium negotiating team arrived in Tehran on Apr. 11 





No. 457 
Editoriai Note 


Negotiations between representatives of the consortium and the 
Iranian Government began on April 14, and continued to May 18. 
Detailed documentation pertaining to the course of the negotia- 
tions is in file 888.2553, including a file of the minutes of all the 
formal negotiating sessions, entitled “Notes of Meetings with Nego- 
tiators April 14, 1954 to May 18, 1954” (888.2553/4-1454), and an- 
other file of the negotiating documents entitled “Documents Relat- 
ing To Negotiations With Iran April 14, 1954 to May 18, 19 
(888.2553/4-1454) 

Extensive negotiations also took place during this period on the 
question of use of sterling as a basis for the oil consortium’s oper- 
ations and the attendant problem of sterling convertability. Docu- 
mentation is in file 888.2553. 


wee 2558 5-84 Telegram 


The Ambassador in Iran (Henderson) to the Department of State' 


SECRET PRIORITY TEHRAN, May 8, 1954—2 p. m. 
2287. Noforn. Limited distribution. 





'Transmitted in five sections; repeated to London 
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1. It seems to me it might be useful for Department to have prior 
my departure Istanbul my views as of this morning re status and 
outlook oil negotiations.* These views based on conversations with 
Hoover, members Embassy Staff, representatives consortium, mem- 
bers British Embassy, and Iran leaders, as well as on such experi- 
ences as I have had in Iran and on my evaluation current political 
situation. Conditions here so fluid and fraught with so many uncer- 
tain factors it impossible forecast future developments with assur- 
ance. 

2. Management. Shortly after negotiations opened consortium 
representatives took position consortium must control management 
of extraction and refining operations as principals (not as agents) 
whereas Iranians took position management must be under control 
National Iran Oil Company (NIOC); each side refused budge. Repre- 
sentatives consortium emphasized their terms reference did not 
permit them give ground and Iranians maintained Majlis and 
public opinion would not accept agreement giving control to other 
than Iranians. For time deaulock seemed almost inevitable. Ten- 
sion lessened when both sides agreed to explore, without abandon- 
ing their original positions, kind of agreement that might be 
worked out on basis of concept of consortium being given effective 
control of extraction and refining industries as agent for NIOC or 
Iran Government. On this basis attempt is being made to bridge 
difference re management and to see what can be done to dispose 
of other issues. 

3. Operating companies. Consortium representatives had proposed 
that consortium exercise its management through two subsidiary 
companies of British nationality—one primarily for extracting, 
other for refining operations. American oil companies had prom- 
ised British Government to support British demand that these op- 
erating companies have British nationality in return for British 
Treasury agreement to convert sterling profits derived by Ameri- 
can companies from their Iran operations into dollars. Dutch Shell 
also has promised British its support. Iranians have taken position 
it absolutely impossible accept British nationality and difficult 
accept other than Iran nationality. Privately and confidentially, 
however, Iran negotiators have hinted they might be able obtain 
acceptance nationality some smal! country such as Netherlands. 
British Ambassador and representatives AIOC indicate that be- 
cause of British public opinion and for certain other somewhat 
vague reasons connected with currency control and purchase equip- 
ment and supplies which will be needed in Iran by consortium Brit- 
ish Government must continue insist companies be British nation- 





*See supra. 








vate conversation told British Ambassador May 6 British national- 
ity entirely unacceptable latter suggested discussions re this point 
be deferred until al! other points settled. Members British Embassy 
have hinted to us that question nationality might at end of negotia- 
tions become “matter of bargaining”. We inclined believe British 
realize it would be unwise from point of view acceptability and du- 
rability oil agreement that companies be British nationality and 
that they hope that by insisting on this point they will be able at 
last moment obtain compromise providing that managing director 
operations in Iran be British and that headquarters operating com- 
panies be in London. | think this kind compromise would be almost 
as unwise and unnecessary as agreement providing for British na- 
tionality of operating companies. 

4. Payment for crude. Representatives consortium have proposed 
that consortium be given lease rights to extract oil; that title for oil 
pass to consortium as it leaves ground; that cost of production plus 
certain discounts be subtracted from posted price of Persian Gulf 
crude and that consortium pay Iran in form income taxes fifty per- 
cent of difference. Representatives consortium have indicated con- 
sortium desires this arrangement in order relieve its members of 
certain taxes in countries in which they are domiciled and also in 
order not set precedent which might be embarrassing to operations 
its members in other oil producing countries. Iranians object: 


(a) To certain discounts which consortium has suggested be taken 
from posted price before profit sharing begins. Consortium argues 
that large discounts are being subtracted in other countries Middle 
East. Iranians aware that Aramco and Saudi Arabia are negotiat- 
ing for reduction such discounts now paid to SAG to approximately 
two percent and may therefore take position it willing compromise 
this point on most favored nation basis. 

(b) To such undisguised arrangements for “profit sharing’ as sub- 
stitute for sale of oi:. lrans say they realize they wil! probably be 
— let consortium have fifty percent profits by taxes or oth- 

but they hope this can be arranged in such way that Iran 

opponents to agreement will not be in such good position to make 

ital capital of fact that Iran has capitulated re matter which has been 

subject much heated discussion for last three years. | believe with 

certain amount conciliatory resourcefulness on both sides this issue 
can be resolved 

(c) To passing of title to consortium as oi! leaves ground since 
Iranians passing, this would mean that consortium really had oil 


concession in Iran. Consortium has continued insist that for tax- 
ation and other reasons it must have “property right” to extract oil 
and that oil becomes its property as it comes out. Iranians say it 
would be difficult for them convince Majlis such arrangement in 
conformity nationalization law. This difference could probably be 
bridged if both sides can agree to some kind agency arrangement. 
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agency arrangement found impossible general negotiations will 
pray collage and wl therfore be unecemary arg Fe th 


5. Payment for products. Consortium has proposed that all oil be 
purchased in crude form, but that members consortium pay to re 
fining operating company cost of refining plus fee three shillings 
six pence per ton. This fee would be subject to fifty percent income 
for each ton oil refined. Iran objects. It desires that it share profits 
on fifty-fifty basis on al! sales Iran refined oil products. Members 
consortium maintain that quite impossible as bookkeeping matter 
and furthermore arrangement kind proposed is in effect in other 
oil producing countries in area and therefore no exception can be 
made re Iran. Furthermore oil companies cannot afford pay more 
for oil refined in Middle East. Iranians will probably continue press 
for some disguised form fifty-fifty arrangement in matter of refined 
oil. I do not believe, however, they will let differences this respect 
result in breakdown. 

6. Volume of sales. Consortium has proposed it would try produce 
during first year of agreement ten million tons crude, second year 
twenty million tons, and third year twenty-five million tons, with 
rate production thirty million tons at end third year. It also pre- 
pared try first year refine 6.5 million tons, second year ten million 
tons, and third year 12.5 million tons. Iranians insist on greater 
guaranteed production and refining during first three years and 
considerably more during subsequent years. | believe compromise 
agreement can be made in this respect which would mean consorti- 
um agreeing try to produce somewhat more crude than originally 
proposed during first three years and promise try thereafter assist 
Iran obtain position no less favorable than other countries Middle 
East. 

ichonon. Ayana” Consortium has proposed that in case general 
agreement reached along lines proposed, Iran will not be called 
upon pay compensation for nationalized assets in former concession 
area or for losses AIOC of future profits. It did propose, however, 
that Iran negotiate with UK for purpose ascertaining net amount 
it should pay, due consideration being given Iran's counterclaims, 
for losses incurred by AIOC as result it being deprived Iranian oil 
during period between date nationalization and that on which gen- 
eral agreement becomes effective. Negotiations between UK and 
Iran re compensation proceeding slowly. Thus far each side has 
been talking in generalities and avoiding mention of sums in- 
volved. Iranians have taken position (a) AIOC has only itself to 
blame for losses derived from failure receive Iranian oi! since in 
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1951 it had refused Iran's offer to continue deliver to it Iranian oil 
against receipt pending working out new arrangements, and (b) Ira- 
nian counterclaims are as great as, if not greater than, losses suf- 
fered by AIOC because of failure receive Iranian oil. Iranians ap 
parently are not sure soundness of position (a) and are therefore 
likely to rest their case for most part on position (b). In my opinion 
UK will not be able persuade Iran agree to pay as net compensa- 
tion sum anywhere near as large as 100 million pounds sterling 
which it has in mind. Unless UK willing settle for much less than 
this amount all negotiations likely fail since it understood agree- 
ment between UK and Iran re compensation is to be integral part 
of settlement. Iranians aware that members consortium have 
agreed among themselves re value of nationalized assets in former 
concession area and that consortium intends include annually in 
cost of production percentage of amount at which these assets as- 
sessed. Since this would mean that during term of contract total 
revenue accruing to Iran would be reduced by 50 percent of value 
agreed upon, Iranians are now insisting they be informed re 
amount at which assets assessed. | understand representatives con- 
sortium have recently given this information to Iranians. It seems 
likely that this amount will be found to be so low that Iranians will 
have no reasonable grounds to object to deduction of half of it from 
their revenues over term of years. Amount of above deduction cal- 
culated to be exactly same as normal charges for depreciation on 
similar type operation if assets were owned by consortium. 

8. Currency of payment. Consortium proposed that payments 
made for oil regardless whether direct, in form of taxes, or in form 
refining fees, should be in pounds sterling. Iranians at first object- 
ed but have since shown themselves willing consider matter favor- 
ably provided arrangements re convertibility into other foreign cur- 
rencies to meet Iran's need in various countries can be met. Negoti- 
ations are being carried on between UK and Iranian Governments 
with purpose of reaching convertibility agreement. Although Brit- 
ish negotiators have been unwilling keep Embassy and non-British 
representatives consortium informed re course these negotiations 
they assure us such negotiations proceeding satisfactorily and that 
Iranians seem pleased with amount dollars which UK willing to 
place annually at their disposal (apparently UK willing convert 
freely into EPU currencies so no problem in this respect at 
present). 

We hopeful agreement reached will not make it impossible for 
iran during future years to pay from oi! revenues such loans as it 
may receive from US Government, from Export-Import Bank, from 
International Bank, et cetera; to pay what it might owe American 
firms for goods received on credit; and at same time to pay for such 
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goods and services as it may currently require from US. We will- 
ingly concede that since most Iranian oil will be sold in sterling 
areas or in areas where currency is freely convertible in sterling it 
only logical that Iran should try supply its needs from abroad pri- 
marily from these areas, other factors being fairly equal. We be- 
lieve, however, durability of concession will be weakened and 
American business may feel we have been remiss if at later date 
British Government in framework convertibility agreement now 
being concluded with Iran should be able to exert pressures which 
prevent or hinder Iran from buying in US goods or services which 
in Iran’s opinion could be purchased most advantageously in US or 
should be able obtain commercial intelligence re US firms activi- 
ties in Iran which would place those firms in disadvantageous posi- 
tion vis-a-vis British competition. 

9. As can be inferred from foregoing I am not without hope that 
oil settlement can be effected provided agency/management ar- 
rangement can be worked out which would enable Iranian Govern- 
ment convince Majlis and public it living up to nationalization law 
and which would give consortium effective control operations in 
Iran on terms which would not seriously impair position its mem- 
bers in other oil-producing countries. Problems other than that of 
agency/management are nevertheless individually difficult and in 
aggregate rather appalling. If agreement to be achieved both sides 
must move rapidly and in conciliatory spirit since they are working 
against time. Extreme nationalist element spurred on by Commu- 
nists, fellow-travelers and anti-western elements, are busy building 
up opposition to a reasonable settlement and will probably gain in- 
fluence as negotiations lag. My belief is that target date for presen- 
tation of agreement to Majlis should not be later than end June. 
(Iranian negotiators are suggesting that in order expedite presenta- 
tion, it might be wise present to Majlis not complete detailed agree- 
ment, but rather abbreviate “heads of agreement”’.) They indicate 
document this kind could be drawn up relatively quickly and might 
be put through Senate and Majlis more easily than one full of de- 
tails. Their idea seems to be that upon ratification such document, 
oil could begin flowing while details of agreement were being 
ironed out. I inclined believe consortium should insist that docu- 
ment to be submitted for ratification must contain every point 
which consortium might consider important and which in its opin- 
ion should be adhered to during life of agreement. Points to which 
Iranian Government not formally committed through ratification 
could be too easily changed by administrative action or by subse- 
quent legislative action. On other hand, details which are of admin- 
istrative or transient character need not, in my opinion, necessarily 
he included in document submitted to Majlis and Senate. I have 
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strong doubts regarding advisability of permitting oil to begin to 
flow until detailed agreement has been reached regarding all mat- 
ters uf importance. 

10. During last four days Iranian negotiators have been engaged 
in preparing document of provisional character outlining their sug- 
gestions, in light of conversations that have taken place, re kind of 
agreement that might be mutually acceptable. They plan submit 
this document to representatives consortium this afternoon. Much 
can depend character this document. If it indicates Iranians giving 
sympathetic consideration to problems faced by members consorti- 
um and prepared take position which will help consortium over- 
come its problems, outlook will of course be encouraging. If, on 
other hand, it shows that Iranians while taking advantage of con- 
ciliatory spirit shown by representatives consortium are not them- 
selves prepared to make substantial concessions, representatives 
consortium likely become discouraged and in turn less conciliatory. 
British Ambassador, Hoover, and I have endeavored impress upon 
Foreign Minister and Finance Minister how important it is that 
this document reflect that both sides have made advances in direc- 
tion of agreement. 

11. It seems clear now that in any event it will not be possible 
for representatives consortium conclude agreement in framework 
their present terms reference. If it will be found possible within 
next two weeks for two sides make tangible progress towards an 
agreement on agency basis, representatives consortium may consid- 
er it worthwhile go to Rome or Paris discuss situation with their 
principals and ascertain whether latter willing give them more 
latitude. I inclined believe if general settlement to be reached rep- 
resentatives of consortium should have power enter into arrange- 
ments on agency basis (with as full safeguards as possible) which 
would guarantee it effective control operations they should request 
release from their promise to insist on British nationality of oper- 
ating companies; they should be authorized to agree that general 
manager, at least for present, be not British and that headquarters 
these companies be located in Iran; they should be allowed work 
out some formula to make 50-50 profit-sharing concept more palat- 
able, and they should be authorized promise try to increase to cer- 
tain extent volume of production and refining. It possible that at 
such meeting question of amount compensation to be paid AIOC by 
Iran should be reviewed with view making recommendation to 
British Government. Otherwise, this problem might develop into 
serious stumbling block. Other differences which just now seem 
minor may increase in importance to such extent as to warrant 
their discussion also at this meeting. 
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12. Loudon, President Dutch Shell, compelled return Netherlands 
on business May 16; it might be that weekend beginning May 22 
would be most convenient time for representatives consortium 
meet their principals and it to be hoped such meeting could be ar- 
ranged on continent since psychological effect in Iran of another 
meeting in London would be bad. Ministers Finance and soreign 
Affairs have expressed to Hoover and me their hope that only top 
representatives leave Iran to attend this meeting and that conver- 
sations can continue uninterrupted at technical level. 

13. I have gone over this with Hoover and Rountree who are in 


agreement. 
HENDERSON 





No. 459 
RRR 25535-4854 Telegram 


The Ambassador in Iran (Henderson) to the Department of State' 


SECRET PRIORITY TEHRAN, May 8, 1954—4 p. m. 

2288. From Hoover. Noforn. Limited distribution. 

1. Following analysis and recommendations are confined primari- 
ly to management problem and related factors which are believed 
to be major items to resolve in reaching successful oil agreement. 
More general appraisal of present status negotiations included in 
Embassy telegram 2287 to Department this date by Ambassador 
Henderson London 709. 

2. Iranian hesitancy to grant adequate management authority to 
consortium during the present negotiations appears due to variety 
of reasons some more apparent than others. 

3. Most obvious is whether consortium should have right to oper- 
ate for own account which Iranians feel would be hopelessly in con- 
flict with nationalization laws. Although discussions have now 
switched to hypothetical consideration of agency type agreement 
whereby consortium would operate for account of Iranian Govern- 
ment, Iranians still appear hesitant. 

4. While inability of Iranians to make distasteful decisions has 
always been problem it appears there may be at least three addi- 
tional points upon which they will require adequate assurances 
before they commit themselves on management question, namely, 
nationality of operating companies, nationality of management and 
location of consortium headquarters. 





‘Repeated to London. 
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a. Nationality of operating companies. 

I. Incorporation of operating companies in UK is not acceptable 
to Iranians. They would prefer Iran but will settle for a “neutral” 
country such as Holland or Switzerland. 

Il. HMG still officially insistent on UK. They urge that matter 
be left until very end of negotiations with expressed hope of either 
forcing it through or using it as a bargaining weapon in obtaining 
one or both of other major points enumerated below. 

III. Consortium at present under obligation to UK Treasury to 
support UK incorporation in return for receiving certain sterling 
operating privileges. Companies however including AIOC will not 
accept Iranian incorporation. With exception of AIOC others would 
probably be glad settle for “neutral” country. AIOC would undoubt- 
edly balk severely at Holland due to rivalry with Shell although 
UK Treasury could probably exert more control over sterling oper- 
ations through Dutch domicile than through Swiss. US companies 
and Shell privately express deep concern re effect which UK incor- 
poration would have on Iranians. 

IV. US Government not committed in this matter. We convinced 
however, that incorporation of operating companies in UK would 
seriously jeopardize durability of any agreement in Iran even as- 
suming it could be pushed through under pressure which seems un- 
likely. So far we have reserved our position giving British full op- 
portunity to urge their own point of view. It seems advisable we 
assume more positive approach in near future and specific recom- 
mendations outlined paragraph 8. 


b. Nationality of management. 

I. Nationality or company affiliation of managing director (and 
by inference also that of top management staff) was not resolved or 
discussed at London meetings or consortium. In private talks 
Fraser expressed keen desire that Pattinson, former manager for 
many years AIOC in Iran and now one of four co-managing direc- 
tors of parent company should become managing director of consor- 
tium. Fraser named Pattinson as AIOC member of negotiating 
group and he now in Iran. 

Il. Iranians have not yet raised matter of nationality or company 
affiliation of top management in Iran. It seems quite certain from 
confidential information available to us that Iranians will react 
even more violently against return of AIOC or British management 
than they are now reacting against the proposed British incorpora- 
tion of operating companies. 

Ill. HMG will probably do utmust to maneuver Britisher prefer- 
ably AIOC man into position of managing director although matter 
has not yet been raised by them. 
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IV. Shell and American companies privately express selves as 
firmly against AIOC management for both technical and political 
reasons. They favor Shell individual of Dutch nationality as man- 
aging director with as many additional Dutchmen in top manage- 
ment as possible. 

V. French will probably line up with AIOC if they pressed into 
taking position. 

VI. US Government not committed to nationality of managing 
director or of his company affiliation. We feel return of British per- 
sonnel in top management positions and particularly AIOC would 
jeopardize permanence of any agreement more seriously than any 
other single factor. Our recommendations on this phase of negotia- 
tions when they arise set forth paragraph 8. 


c. Location of Consortium Headquarters. 


I. There no discussion at company level in London of location of 
consortium headquarters. Fraser however privately expressed opin- 
ion that headquarters should be located in AIOC offices at Britan- 
nic House in London and that managing director would make his 
principal headquarters at that place. 

Il. It certain that Iranians would object strenuously to having 
headquarters of consortium located in London, particularly if it 
identified with AIOC. While this matter has not come up in discus- 
sions with consortium it certain it would become major sticking 
point if serious proposal were put forward to such effect. 

III. It assumed that HMG will support position of Fraser al- 
though Denis Wright made strong statement in favor establishing 
headquarters in Tehran during Foreign Office meetings in London 
last March. It perhaps significant however, that after he had been 
in London several days he would no longer express opinion on this 
point. 

IV. Shell and American companies feel strongly that headquar- 
ters of consortium should be in Iran, and that managing director 
and entire staff should reside permanently within country. It un- 
derstood that these companies have taken similar position with re- 
spect to headquarters of Iraq Petroleum Company, but they have 
had no success in having offices removed from Britannic House in 
London. 

V. It probable that French would line up with AIOC if they 
forced into taking position. 

VI. US Government under no commitment with regard to loca- 
tion of headquarters for consortium. It is our opinion as in cases of 
nationality of companies and of managing director that durability 
of agreement would be severely affected if headquarters were locat- 
ed in UK. Specific recommendations set forth paragraph 8. 
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5. Consortium representatives plan to hold series of meetings 
with principals of their companies in approximately 2 to 3 weeks. 
They will then determine feasibility of operating under agency 
type agreement and review other details of proposals. Upon return- 
ing to Iran they would supposedly be ready negotiate on final 
terms. Notwithstanding desire expressed by British Ambassador to 
leave matter of nationality of companies until very last moment 
(presumably after the consortium representatives return to Iran), 
we believe this question as well as two others outlined above 
should be discussed with Iranians before consortium leaves Iran. If 
possible decision should be arrived at simultaneously with project- 
ed meeting of principals. 

6. It my opinion that US companies and Shell will finally accept 
reasonable type of agency agreement. In order maintain strong 
bargaining position at present stage of negotiations, they apparent- 
ly do not feel opportune time has yet arrived for making such con- 
cession, nor could they do so without authority from their princi- 
pals. 

7. While there no present indication that negotiations are reach- 
ing an impasse or breakdown, it certain that if such situation de- 
velops British will do utmost to shift blame on to US companies or 
US Government wherever possible. We should be constantly on 
guard against this type maneuver. Harden aware of this situation. 

8. We recommend that US position should be to urge strongly: 


a. Against (i) incorporation in UK, (ii) British top management, 
and (iii) headquarters in London. 

b. In favor of (i) Fx, goencen in “neutral’’ country, (ii) top man- 
agement by non-UK-US personnel, and (iii) headquarters in Iran. 

c. That these matters should be resolved at earliest possible 
moment, and certainly not later than at same time as meeting of 
principals scheduled within next 2 to 3 weeks. 


9. We further reconimend that we maintain our position so that: 


a. If suitable occasion arises, we can advise HMG we will use our 
best efforts to convince US companies (and Shell) to accept agency- 
type agreement, in interest of effecting an overall settlement, on 
condition that HMG supports “neutral” nationality for incorpora- 
tion and top management. 

b. In event we fail in getting British to modify their demands, 
including senile stalemate in UK-Iran compensation negotia- 
tions, _ we should be in position to prose fy one that ae compa- 
nies will accept agency-t agreement, and thus avoid any onus 
on US Government of Seon mpanies for failure negotiations. 


10. Situation here still sufficiently fluid that unforeseen develop- 
ments may require revision above analysis and recommendations 
in some details, but believe broad outlines will remain regardless. 
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It most unfortunate that attitude British Ambassador, Treasury 
representatives and British Embassy Staff make certain of above 
conclusions and recommendations necessary. 

11. Ambassador fully concurs. 

12. Views and comments of Department and London appreciated 
soonest.” 

End of message. 

HENDERSON 





2On May 12 the Embassy in London responded that it believed it would be unde- 
sirable to approach the British with a view of changing the British Government po- 
sition on particular points of disagreement until the points of difference between 
the consortium and Iran had crystallized. In the Embassy's judgment, the British 
would remain insistent on obtaining compensation, though they would doubtless be 
willing to reduce somewhat the figure of 100 million pounds in the course of negoti- 
ation. The Embassy also believed that the British would be almost as insistent on 
the issue of the nationality of the operating companies. If, however, the British were 
to abandon the point of British nationality, the Embassy thought the British would 
prefer Iranian nationality rather than neutral nationality in order to be able to 
make direct representations and, if necessary, be able to appeal to the International 
Court and the United Nations rather than having to deal with the Swiss or some 
other neutral government. (Telegram 5060; 888.2553/5-1254) 


No. 460 


Memorandum by the Deputy Assistant Secretary of State for Near 
Eastern, South Asian, and African Affairs (Jernegan) to the 
Deputy Under Secretary of State (Murphy)' 


SECRET WASHINGTON, May 15, 1954. 
Subject: Iranian Oil Consortium 


We have learned that Mr. Harden, Chairman of the consortium 
negotiating team in Tehran, has recommended that the five Ameri- 
can companies participating in the consortium consult with the De- 
partment? before the company principals meet the consortium 
team in London on May 24. The major issue to be resolved at that 
meeting is whether the consortium could accept arrangements to 
operate in Iran as agent of the Iranian Government, although re- 
taining effective management control. 

Ambassador Henderson and Mr. Hoover have reported that 
“unless agency route accepted, no agreement with Iran at present 
or for the foreseeable future will be possible.’ They also report 
their belief that the consortium negotiators fully agree. The De- 





'Drafted by Stutesman and cleared by Raynor and Eakens 
“For a summary of this conversation, see Document 464 
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partment also believes that any arrangement other than an 
agency-type contract would bear too close a resemblance to the 
former AIOC concession to be acceptable to the Iranian public. 

Although we are not certain of the companies’ reaction to this 
proposition, they apparently fear possible adverse consequence in 
other concession areas if an agency-type arrangement is made in 
Iran. They also are concerned that such an arrangement will be 
unwieldy and lead to misunderstanding and tensions in operations. 
On the other hand, our information indicates that the British are 
not averse to an agency-type arrangement. 

The NSC has clearly stated the importance it ascribes to obtain- 
ing an early oil settlement in Iran. The Department believes that 
the very great political, strategic and economic difficulties which 
would result from a failure to obtain an early settlement outweigh 
the possible adverse consequences of establishing a precedent in 
the international oil business or causing operating difficulties for 
the consortium in Iran. 


Recommendations: 

1. That you seek the agreement of Deputy Secretary Anderson; 
and, if you think it desirable, of Secretary Humphrey to this propo- 
sition. 

2. That you suggest to Deputy Secretary Anderson that it might 
be desirable for him to participate in the discussion with the com- 
panies. 

3. That you discuss this problem with the companies on the basis 
of the attached talking paper,’ and, if they show strong reluctance 
to accept an agency-type agreement, inform them of our opinion 
that this is the only way to achieve an early and lasting settle- 
ment. 





5Not printed. 


No. 461 
MRR 2558/5-1704 Telegram 


The Ambassador in Iran (Henderson) to the Department of State' 


SECRET TEHRAN, May 17, 1954—8 p. m. 
2347. Noforn. Limited distribution. 
1. On afternoon May 16, shortly after my return to Tehran, 
meeting was held with consortium group, British Ambassador, 





‘Repeated to London. 
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Dutch Minister, Hoover, myself and United States-United King- 
dom staff members. Meeting devoted largely discussion manage- 
ment arrangements. Consortium representatives discouraged as 
result meeting with Iranian negotiators evening May 15, during 
which Iranians appeared to them to backtrack considerably regard- 
ing certain basic aspects, particularly in relation management. 

2. Consortium and Iranian negotiators met again evening May 
16, when Iranian delegation tabled memorandum outlining their 
ideas regarding management and particularly terms of agency ar- 
rangement? under which consortium would operate. Consortium 
representatives primary concern was related to preamble which in- 
dicated Iranian Government, as principal, would have extensive au- 
thority in “supervising” management operations, and that rela- 
tions between NIOC and consortium would be “normal relations 
between principal and agent”. During detailed discussion this 
memorandum, consortium representatives indicated to Iranian ne- 
gotiators that with some modification, many points enumerated 
below preamble would be acceptable, although proposal as whole 
unacceptable. At suggestion Iranians, consortium representatives 
undertook revise memorandum in manner which would render it 
acceptable to them, such revision to be discussed at meeting sched- 
uled evening May 17. 

3. Early on morning May 17, Hoover and I were asked to call on 
Foreign Minister and Minister Finance, Amini. They expressed 
anxiety regarding progress of negotiation and difficulties arriving 
at satisfactory agreement, particularly regarding management 
problem. They asked if Hoover would undertake to intermediate 
and assist both sides in reaching acceptable formula. Hoover re- 
plied he most hesitant accept such responsibility as it might be 
misconstrued, unless he formally requested do so by both sides. 
Nevertheless, he glad offer suggestion at any time. In ensuing dis- 
cussion of specific problems, Ministers showed us copy memoran- 
dum mentioned above. We stated that it our belief, primary diffi- 
culty was that of choice of words. In particular, we pointed out, 
that term “supervising”, used in document in relation NIOC re- 
sponsibilities, had connotation indicating direct participation in 
management, and suggested word “inspect” be substituted. We sug- 
gested further, that mutually acceptable set of regulations might 
be agreed upon and that Iranians have full right of inspection to 
determine if regulations being complied with. We made clear we 
were prompted make these suggestions by our knowledge that con- 

"This document, entitled “Memorandum on Agency’, dated May 16, ws im the 


folder entitled “Documents Relating to Negotiations With Iran, Apr. 14, 1954 to 
May 18, 1954,” in file 888.2553/4-1454 
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sortium had no objection to reasonable Iranian Government regula- 
tions, nor to inspection by competent body for determination of 
compliance. On other hand, we had understood from what Minis- 
ters told, not that Iranian Government did not in fact intend inject- 
ing itself into details of management, but sought only (a) assur- 
ances that proper regulatory functions of Iranian Government or 
NIOC could be effectively implemented, and (b) wording of agree- 
ment which would make it palatable to Iranian Majlis and public. 
We felt sure that these considerations could be adequately met 
through wording which would not lead consortium fear they would 
not retain effective management control. Furthermore, we asked 
Iranians if it not possible delete from memorandum phrase 
“normal relations between principal and agent’’, as such wording 
could be misconstrued in existing circumstances. We stated that we 
planned attend routine meeting of consortium principals, British 
Ambassador and Dutch Minister shortly and with their permission 
would explore possibilities of above approach. They acquiesced and 
it agreed that Hoover and I would meet with them again later in 
morning to discuss results. 

4. At meeting with consortium group, Harden outlined what had 
taken place on preceding evening, explaining why Iranian propos- 
als unacceptable. We reported our conversation of few minutes 
before with suggestions we had made to Ministers. Consortium rep- 
resentatives agreed this approach acceptable to them and, at our 
suggestion, said they would modify wording Iranian memorandum 
along lines indicated. We said that their suspicions that Iranian 
delegation was seeking obtain control of management might not be 
founded on fact and expressed hope present difficulty might be 
overcome if revision of memorandum undertaken with great care 
bearing in mind Iranian Government's public relations problem. 
Consortium representatives agreed we should state to Iranian Min- 
isters their belief that such procedure appeared give hope of mutu- 
ally satisfactory solution. 

5. Later in morning we resumed discussions with Foreign Minis- 
ter and Finance Minister, who appeared much encouraged by 
manner in which consortium had received suggestion. Consortium 
representatives are now preparing modification of Iranian proposal 
for discussion with Iranian delegation at meeting this evening. 

HENDERSON 
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No. 462 
wk A > 18 Teheran 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY TEHRAN, May 18, 1954—7 p. m. 
2356. Noforn. Limited distribution. From Hoover. Re Deptel 2271 
Tehran, 6143 to London May 17.” 
While company principals will naturally feel most disappointed 
and reluctant on matter of accepting agency type agreement, be- 
lieve Department may wish stress following points in discussion: 


1. Ambassador Henderson, Embassy staff and myself are wholly 
a with viewpoint of companies re this matter, and have 
utmost to aid consortium representatives in presenting case 
before Iranian Government. Nevertheless, it our considered opinion 
that operation for own account impossible obtain in Iran for at 
a ee ee ee eee heron 
pressure an agreement containi provision cou 
th it would not last mec Soe limited time. While we have 
stated this opinion to consortium representatives when our views 
requested, we have not attempted influence their attitude at any 
time. Their — views therefore result their own evaluation, 
which we believe now coincides with ours. It is my personal view 
that, if consortium provides enlightened management and under- 
takes public relations campaign, it may be possible effectuate sole 
modification of status at future date. Any such a ' 
however, impossible to achieve under existing conditions of public 
opinion brought about by events of last five years. 

2. I believe Department should stress that fundamental problem 
of effective management by private industry, which is of infinitely 
greater importance than strictly legal and tax questions re agency 
type agreement, has apparently been resolved in favor of consorti- 
um. At meeting late yesterday Iranians seemed to to formula 

out as result our discussions outlined Embtel 2347 repeated 
London 722, May 17. We hope they do not c their minds 
again at ensuing meetings. It perhaps is natural that consortium 
talent here would place emphasis on legal status of relation- 

ship with Iranian Government, but my opinion fact that Iranians 





'Repeated to London 

*In telegram 2271 the Department informed Hoover that American oil company 
principals were assembling in Washington for discussions with Anderson, Hum- 
phrey, and Department of State representatives regarding the attitudes the compa- 
nies should adopt for the meeting scheduled for May 24 in London. The Department 
expected that the major subject the principals would wish to discuss in Washington 
would be the management question, and the government officials planned to say 
that the agency-type agreement appeared to be the best and perhaps only hope of 
obtaining a settlement. Since the American oil companies were clearly reluctant to 
accept an agency-type agreement, the Department hoped Hoover had some sugges- 
tions to send the Department to make an agency-type agreement more palatable to 
the American companies. (888.2553/5-1754) 
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AB. Cg aller adliay Leccpementne (° pranadly tea 
or 50 years. ile Iranians first they now 
longer period desirable. Believe | if final decision 
prior to departure. 


Department should forewarn company principals accordingly. Rea- 
sons are (a) well known inability of Iranians reach distasteful deci- 


Majlis, tacitly supported by Shah, ising Iranian negotiators 
u nationalization laws (which open to wide variations of indi- 
ual interpretation), (c) fact that Iranians not yet able assess 
entire pa deal, including nationality of operating companies, 
nationality top management, compensation currency payments, 
6. Believe it helpful, if rtment agrees, to acquaint company 
incipals re situation on UK incorporation of ting companies 
‘Embtel 2288 to Department, repeated London 710, May 8). Ambas- 
sador Henderson and | believe, as result several informal discus- 
sions with Foreign Minister and Finance Minister, it virtually im- 
possible finally conclude agreement in which either UK i 
tion or UK top management would be included. It our 
Se ee 
ay Majlis, to pre po Po entire proposal. - jum 
pears firm in rejecting i ranian incorporation, with or wi 
out UK holding company (London's 5166 to Department 236 to 
Tehran May 18).* 


& 





‘In telegram 5166 the Embassy in London reported that the previous day Byroade 
was told by the British Foreign Office that the Iranian Ambassador recently in- 
formed the Foreign Office of his government's opposition to the idea that the operat- 
ing companies should be of British nationality Byroade stressed that Henderson felt 

Continued 
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representatives, are feeling somewhat frustrated after weeks of 
sessions, and each is beginning suspect other's motives. 
8. It my opinion that critical points must be decided in 


operations; 

(b) Whether or not HMG will cease to insist upon UK nation- 
ality of operating companies (and by inference, of top manage- 
ment), 

(c) Whether or not consortium will agree to larger off take 
schedules than at present contemplated. 


_ If decisions on each of above points are affirmative, and 


compensation and current negotiations concluded satisfactorily, 

I beli all of remaining tasters can bo vescived by neaotistions fs 

9. It entirely probable that considerable re will have to be 

exerted by on Iran Government to final agreement in 
any event. 

HENDERSON 





jactory to have the companies domiciled 
(BBR _2553/5- 1854) 


HMM 2554 b> 2154 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET Tenmran, May 21, 1954—1 p. m. 
2382. Noforn. 
1. Although Serpell, UK Treasury representative, scheduled 
leave evening May 20 for London, his departure put off until May 
22 in view inability Minister Finance Amini to keep appointment 





'Transmitted in three sections, repeated to London 
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early afternoon for crucial discussion UK-Iran payments agree- 
ment. However, in late afternoon Amini and Governor Bank Melli 
Nasser met with Serpell and other UK representatives for purpose 
giving Iranian reactions heads of agreement suggested by British. 
Later in evening Ambassador Stevens, Serpell and UK Economic 
Counsellor Titchener called on Ambassador with Rountree present. 

2. At outcome [outse?) latter meeting, Stevens said he at long last 
in position give us information re substance talks with Iranians on 
sterling payments any conversion question. He had been unable do 
this before some measure agreement reached in view “delicate 
nature these discussions” and desirability from British viewpoint 
maintain as much secrecy as possible in view effect certain aspects 
of proposed arrangements might have in other countries. He then 
asked Serpell to explain situation to us. 

3. In extensive review past UK-Iran payments and conversion 
agreements, Serpell said arrangements in effect at time oil nation- 
cern to both sides in considering new agreement; ie., (a) gold guar- 
antee clause, (b) transferability of sterling for expenditures in non- 
dollar countries outside sterling area, and (c) dollar conversions. 
With regard to (a), although Iranians had sought similar gold 
clause, UK representatives had maintained firmly this not possible 
and Iranians had finally accepted this position. However, British 
representatives had agreed that gold guarantee clause in previous 
agreement would be considered operative as of date termination 
that agreement with respect sterling balances then held by Iran. 
Re (b) British had been able give Iranians “everything they 
wanted” question transferability sterling into currencies of virtual- 
ly all free world with exception dollar account countries. Serpell 
commented that this is, of course, in line with new British policy. 

4. Serpell said that (c) above understandably presented greatest 
problem. When Iranians earlier requests for unlimited convertibil- 
ity were denied, they proposed UK assurance that minimum level 
conversions would be on basis percentage participation in consorti- 
um by American companies; ie., 40 percent of oi] revenues. Al- 
though British had explained that percentage US participation in 
consortium had no bearing on amount of oil which would be sold 
for dollars and that Iran oil would for most part be disposed of in 
non-dollar countries, British representatives recognized necessity 
for developing some criterion for rate of dollar conversions and 
eventually agreed that this might be as good as any. They had 
taken position, however, that 40 percent criterion would be ceiling 
rather than minimum. British agreed that if Iranians in any year 
reached maximum of conversions provided under agreement, UK 
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would consult with Iran on question of whether ceiling might be 
exceeded. 

5. When queried by us re this point, British representatives 
stated they had not suggested pre-audit of dollar transactions, but 
that determination this connection would be left to Iran Govern- 
ment which would undertake stay within conversion ceiling. They 
said agreement would provide for “annual review” of past transac- 
tions (which they indicated would be little more than formality) to 
ascertain that Iran Government in general was living up to under- 
taking in agreement to make dollar conversions only for essential 
purposes and for goods and services which could not be obtained at 
comparable prices, quality and delivery dates from sterling area. 
(We were particularly interested in above point since only an hour 
before when Ambassador Henderson was at airport seeing Hoover 
off, Rouhani, member Iran Government oil negotiation team, called 
him aside and said that Minister Finance Amini had that morning 
asked for his views re certain issues related to UK-Iran negotia- 
tions on sterling payments and conversion. According Rouhani, 
Amini said that Serpell had proposed British make dollar conver- 
sions on basis pre-audit of each expenditure. Rouhani had replied 
to Amini that he was not financial expert and would be reluctant 
express opinion; however, he remarked to Ambassador he subse- 
quently had been thinking about this and felt that such provisions 
should not be accepted. He asked Ambassador’s opinion. Ambassa- 
dor replied to effect he had not discussed matter with either Brit- 
ish or Iranians and was not aware any such suggestion had been 
considered. However, he felt Iran Government would understand- 
ably want, perhaps within some limitation as to quantity, freedom 
in making its own decisions re dollar expenditures. This conversa- 
tion not mentioned to British. 

6. Serpell stated that in meeting with Iranians that afternoon, 
latter had raised four points re his suggested heads of agreement. 
British representatives had been able to meet three (unspecified) of 
these four points but one remained which he would have to discuss 
in London. Unresolved is request of Iranians that 40 percent crite- 
rion be applied not only to Iran’s share of oil profits, but also to 
sterling received by Iran from consortium representing purchases 
of rials for local operating expenses. Serpell said this question had 
not been raised previously by either side. 

7. British Ambassador and Serpell emphasized that one aspect of 
what they had told us was highly secret and urged that it be held 
between our two governments; that is, ir relation to the 40 percent 
criterion. They said two agreements would be negotiated. One 
would be between the UK and Iran Governments and would 
merely specify, in connection this matter, that Iran would convert 
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sterling into dollars only for essential purposes and when goods or 
services at comparable quality and prices could not be obtained for 
sterling. The other agreement, which would be secret, would be be- 
tween Bank Melli and Bank of England and would interpret this 
clause by setting forth the 40 percent criterion. We assured British 
representatives their confidence in this matter would be respected. 
8. In general discussion May 20 it was not possible to take up 
with British representatives several details which could have im- 
portant bearing upon US interests, nor were we shown copy pro- 
posed heads of agreement. Serpell offered meet May 21 with Roun- 
tree and Bray to discuss matter at greater length; however, today 
he is confined to bed. We hope be in position later to expand upon 
such matters as (a) pertinent details of arrangement between Bank 
Melli and Bank of England, including question of whether method 
of implementation of agreement would be prejudicial to American 
commercial interests, (b) duration and provisions for modification, 
(c) effect of agreement on sterling earned by Iran other than oil 
profits, and (d) attitude of British re conversion of sterling for serv- 
icing dollar loans. We also would like ask Serpell elaborate state- 
ment he made in passing to effect British had told Iranians that, 
with regard procurement by Iran Government for its own account 
(which presumably would include Plan Organization and most eco- 
nomic development activities), UK would expect favorable treat- 

ment sterling area. 
HENDERSON 


No. 464 
> 244 Telegram 


The Secretary of State to the Embassy in the United Kingdom' 


SECRET PRIORITY WASHINGTON, May 24, 1954—11:50 a. m. 


6287. At meeting today* with Humphrey, Anderson, Murphy and 
Byroade oil company principals agreed they could accept agency- 
type contract so long as following “minimum indispensables”’ met: 
(1) 50-50 profit-sharing; (2) taxes should constitute main portion 
money paid Iran; (3) duration agreement should be approximately 
same as former AIOC concession; (4) full and effective management 
control; (5) monopoly production and marketing oil in contract area 





‘Also sent to Tehran for Hoover. Drafted by Richards and Stutesman on May 21 
and approved by Byroade 

2Although this telegram was not transmitted until May 24, the meeting was held 
on May 21. (Memorandum of conversation; 88*.2553/5-2154) 
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although Iran would have option sell certain percentage crude oil 
received as royalty; (6) “concession security” must be guaranteed in 
form Majlis approval all essential parts agreement. 

Company principals agreed British manager and UK incorpora- 
tion operating companies could not be accepted present time by 
Iranians; however, they were firmly against incorporation in Iran 
or Iranian manager. 

Assumption at meeting was that US Gov't would exert maximum 
pressure in Iran in support above requirements if suitable face- 
saving devices provided Iran. Re questions of registration and na- 
tionality manager it was agreed US Gov't would if necessary exert 
pressure on UK Gov't at appropriate time in forthcoming discus- 
sions in London. 

It was pointed out that political and strategic consequences fail- 
ure obtain settlement from present negotiations would seriously en- 
danger security Middle East and would possibly confront US Gov't 
with need take some alternative action in attempt save Iran from 
communist control. For instance, it was suggested US Gov't might 
consider it necessary sponsor some independent oil venture to lift 
at least limited quantities oil. 

DULLES 


No. 465 


Bxsenhower Library Psentower papers Wheteman tebe 


Memorandum of Discussion at the 199th Meeting of the National 
Security Council, Washington, May 27, 1954" 


TOP SECRET EYES ONLY 


Present at the 199th meeting of the Council were the President 
of the United States, presiding; the Vice President of the United 
States; the Secretary of State; the Acting Secretary of Defense; the 
Director, Foreign Operations Administration; and the Director, 
Office of Defense Mobilization. Also present were the Secretary of 
the Treasury; the Attorney General (for Items | through 6), the Di- 
rector, Bureau of the Budget; the Chairman, Atomic Energy Com- 
mission (for Items 5 and 8); Assistants Attorney General Barnes 
and Rankin; Mr. Herbert Hoover, Jr, Department of State (for 
Item 2); the Chairman, Joint Chiefs of Staff; the Director of Central 
Intelligence; Mr. Robert Cutler, Special Assistant to the President; 
the Deputy Assistant to the President; Mr. Robert Amory, Jr., Cen- 





'Drafted by Gleason on May 2* 
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Bryce Harlow, Administrative Assistant to the President; the Exec- 
utive Secretary, NSC; and the Deputy Executive Secretary, NSC. 
There follows a summary of the discussion at the meeting and 
the chief points taken. 
[Here follows discussion of item 1, the Saudi Arabian-British ter- 
ritorial dispute over the Buraimi oasis. ] 
2. United States Policy Toward Iran (NSC 5402, paragraph 15; 
Memos for NSC for Executive Secretary, same subject, dated 
May 25, 1954)" 


After Mr. Cutler briefed the Council on its four prior actions on 
this problem, and referred to the various memoranda relating 
thereto, he called on Mr. Herbert Hoover, Jr., to make his oral 
report.* 

Mr. Hoover stated at the outset his belief that there was about a 
75-25 chance of reaching an oil settlement. The 25% of doubt arose 
largely from general pessimism, which attaches to anyone who is 
obliged to deal with the Iranians. He next proceeded to give a brief 
history of the negotiations to date, ending with a statement on the 
very great difficulty of the problem, and pointing out that this was 
perhaps the largest commercial deal ever put together, with assets 
which might be worth over a billon dollars. 

Mr. Hoover then stated that as of recent date three sets of nego- 
tiations were going on simultaneously in Iran The first dealt with 
the creation of the consortium; the second with the problem of 
compensation for the Anglo-lranian Oil Company; and the third 
with the problem of convertibility of sterling into EPU (soft) cur- 
rencies and dollars. These three together would comprise a package 
deal. The present status was as follows: The consortium negotiating 
teams and the other two teams were involved in their negotiations 
in Iran up until a week ago. A recess had now been declared, 
during which the consortium teams would be getting together with 
their several governments. Accordingly, in the next two weeks we 
should have to reach a number of vital decisions. However, Mr. 





*For text of NSC 5402, see Document 403. Neither of the two memoranda from 
Executive Secretary Lay for the National Security Council is printed. Lay, under 
cover of one memorandum, sent NSC members the oi] companies’ notes for discus- 
sion which they had presented at their meeting with US. Government officials on 
May 21. (S/S-NSC files, lot 63 D 351, “NSC 5402—Memoranda (175)") Lay, under 
cover of the other memorandum, sent NSC members a brief summary of the current 
situation in the Iranian oil negotiations prepared by the Chairman of the OCB 
Working Group on NSC 5402. (S/S-NSC files, lot 63 D 351, “NSC 5402—Memoranda 
767") 

"On May 19 the Department had informed Hoover that the NSC had proposed 
that he attend its regular session on May 27 to report on the oil situation. (Tele 
gram 2280, BRK 2553/5-1954) 
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Hoover perceived no insuperable obstacles. One of the major prob- 
lems was that the British had insisted up to now that the operating 
company in Iran be incorporated in the United Kingdom. This was 
a condition which it was impossible for the Iranians to accept. 
There was more to it than the mere formality of incorporation, 
since the issue actually amounted to management control of the 
new enterprise. 

Secretary Dulles inquired whether an agreement had been 
reached as to who would constitute the top management of the en- 
terprise. Mr. Hoover replied that although this question had never 
actually been raised in the negotiations, the Anglo-lranian Oil 
Company was desperately trying to secure for itself control of the 
management of the new company. The Americans, on the other 
hand, were pushing for Shell to provide the top management. The 
French were lining up behind the British proposal. 

Mr. Allen Dulles expressed the belief that Iran would be willing 
to accept Dutch management control as provided by Shell. Mr. 
Hoover concurred, but could express no opinion as to how the issue 
would be resolved. 

Mr. Hoover then pointed out that whatever deal we managed to 
make in London would be bound to have one very distasteful fea- 
ture for the Iranians—namely, that management control would 
have to be in the hands of non-lranians. This was essential for 
purely internal reasons. The Iranians were incapable themselves of 
providing efficient management control. As a result, the United 
States would be obliged to continue to provide economic aid to the 
Zahedi government until such time as oi] revenues again began to 
flow. On the other hand, we will have to make up our minds in 
fairly short order and have a showdown with the Iranians on 
whether they will or will not agree to a reasonable settlement. We 
cannot subsidize them indefinitely by our economic assistance. 

Mr. Hoover also expressed the opinion that no oil agreement 
with Iran would be durable unless it had the unequivocal support 
of the Shah. He had proved rather slippery, and we had got to nail 
him down to the agreement. This, in a sense, involved a wholly sep- 
arate negotiation with the Shah, involving a US. offer of military 
assistance to Iran. Mr. Hoover recommended, however, that the 
United States withhold any offer of military assistance until the 
time came to confront the Shah with the necessity of his firm 
agreement to the settlement. Therefore, Mr. Hoover recommended 
that when the negotiations resumed in the middle of June, we let 
them continue their normal course for a month. If by then the Ira- 
nians had not agreed to a settlement, the United States should 


begin to apply heavy pressure. 
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The President inquired whether General McClure was doing a 
good job in Iran. Mr. Hoover replied that from all he had heard, 
General McClure was doing a first-rate job. The President said he 
was glad to hear this, since he had personally insisted on General 
McClure’s staying in Iran when the military authorities would 
have like to bring him back as having passed the retirement age. 

Mr. Cutler then raised with Mr. Hoover the question as to 
whether any Iranian oii settlement should be bulwarked by a 
treaty between the United States and Iran. Mr. Hoover said that 
he thought it would be very difficult to get such a treaty out of the 
Iranians, since it would be viewed by them as a challenge to their 
integrity in having agreed to an oil settlement. Of course, he 
added, it would be desirable to have such a treaty if it could be got. 

Mr. Cutler then asked whether, as scheduled for June 1, a fur- 
ther review of US. policy in Iran should be considered by the 
Council. Mr. Hoover believed that from now on, for the next few 
weeks, the music should be played by ear and no new date set for 
reexamining the possibility that the United States might unilater- 
ally have to seek a settlement of the oil controversy. 

At the conclusion of the discussion, the President expressed his 
own and the Council's gratitude for the remarkable job which Mr. 
Hoover was doing. Mr. Hoover thanked the President, but said that 
he had used up his store of patience for the next five years. Mr. 
Hoover aiso praised the American oil companies for having taken a 
broadminded and patriotic view during these difficult negotiations. 
Secretary Dulles added a word of praise for Mr. Hoover's patience 
and persistence, and also acknowledged the excellent cooperation 
which had been provided by the Department of Justice. “Both Her- 
berts”, he said, deserved great gratitude. The President commented 
that the longer he worked in his present job the more he was im- 
pressed with the virtue of patience. 

The National Security Council:* 


a. Discussed the subject on the basis of an oral report by Mr. 
Herbert Hoover, Jr., and the enclosures to the reference memoran- 
da relating to the Iranian oil negotiations. 

b. Agreed that no further review of U.S. policy (NSC 5402) would 
- required at this time in view of the present status of the Iranian 
oi iations. 

c. Noted statements by the President and the Secretary of State 
expressing the admiration and gratitude of the President and the 
National Security Council for services performed by Mr. Her- 
bert Hoover, Jr. 





‘Paragraphs a-c below constitute NSC Action No. 1134 (8/S-NSC (Miscellaneous) 
files, lot 66 D 95, “Record of Actions by the NSC, 1954") 
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[Here follows discussion of items 3-11, United States policy 
toward Guatemala, the increased Chinese Communist threat to the 
Tachen Islands, the evacuation of selected key indigenous persons 
from danger areas, the evacuation of United States civilian popula- 
tion abroad prior to hostilities involving regimes hostile to the 
United States, United States civil aviation policy toward the Soviet 
Union and its satellites, the proposal for an international moratori- 
um on future tests of nuclear weapons, mobilization planning, 
Southeast Asia, and significant world developments affecting 
United States security. ] 

S. Everett GLEASON 


ee ee | Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET PRIORITY TeHRANn, May 28, 1954—6 p. m. 


2418. Limit distribution. 

1. On evening May 25 Ala, Minister Court, suggested it might be 
useful for me request audience Shah. I agreed. Morning 26th he 
telephoned appointment May 27. At my suggestion, | saw Ala 
morning May 26. 

2. During long conversation Ala told me Shah would probably 
ask my opinion re wisdom bringing another Prime Minister to con- 
clude oil negotiations. Some Shah's advisers had been telling him 
US and particularly UK did not like idea concluding agreement 
with Zahedi, and agreement would, therefore, be easier if Zahedi 
could be replaced by someone of national stature more acceptable 
to West. Impression being created that negotiations would continue 
drag so long as Zahedi Prime Minister... . 

3. I told Ala I surprised Shah should heed advice this kind. I con- 
fident both US and UK quite prepared conclude oil agreement with 
Zahedi Government. Delay this far in reaching agreement due to 
factors primarily commercial character. US companies and Dutch 
Shell just as much responsible for any delay attributable to consor- 
tium as AJOC. I could not see how any intelligent Iranian could be- 
lieve Zahedi persona non grata to US. Ala said US press during 
recent months had been hostile to Zahedi Government. Since last 
February practically only articles re Iran to be found in US news- 
papers and magazines were of slighting character. He showed me 





‘Transmitted in three sections, repeated to London 
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issue Life magazine (I believe of April 19) containing some posed 
pictures of so-called “brainless one”, and indicating that this gang- 
ster played dominating role in Iranian elections. Ala said it hard 
for Iranians believe US Government favored Zahedi Government 
while tone US press either hostile or contemptuous. I told him I 
agreed this article, as well as number other articles published in 
US press of late, likely create false impression. They were, in my 
opinion, product of prejudiced and irresponsible journalism. They 
in no way indicative US policy. Ala should know from his long resi- 
dence in US that US journalists and press sometimes took pride in 
publishing articles which appeared run counter to US policies. I 
convinced that any successor to Zahedi would encounter just as 
great, if not greater, difficulty in effecting oil settlement as Zahedi. 
If these negotiations should break down, I did not believe any other 
Prime Minister could succeed where Zahedi had failed unless Shah 
would give new Prime Minister more support than he had given 
Zahedi. Shah rather than Prime Minister likely in long run be de- 
cisive factor in achieving settlement. 

4. During my talk with Shah on May 27, he asked .. . whether 
in my opinion it would be easier for oil settlement to be effected if 
Zahedi would be replaced. | said Ala had already discussed this 
matter with me and that after giving it some thought I had not 
changed opinion which I had expressed to Ala. I confident that US 
and UK would welcome oil agreement with Zahedi Government. 
Present delays not due to any dislike of Zahedi. As I had told Ala, 
American and Dutch companies just as adamant in insisting on 
certain conditions for settlement as AIOC. I had good reason be- 
lieve Zahedi persona grata with British. Shah remarked rather 
drily that judging from recent attitude British and US press, Brit- 
ish public opinion better disposed to Zahedi than America. I said I 
assumed he referring to recent article in Life magazine. He said he 
receiving clippings from various American newspapers and maga- 
zines distinctly critical of and unfriendly to Zahedi Government 
and also to Iran. 

He at loss to know how to remedy bad press which Iran receives 
in US. I said that unfortunate set of circumstances and poor selec- 
tion of iournalists responsible for certain articles, but I could 
assure him US public and press in general were favorable. Shah 
said he had not meant to intimate US and British Governments did 
not like Zahedi or did not wish deal with him. His thought was 
that in view fact Zahedi did not seem to be popular throughout 
country and that, therefore, his position in Senate and Majlis was 
not too strong, US and UK Governments might believe that it 
would be preferable for government headed by some other person 
in whom public would have more confidence to sponsor oil settle- 
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ment before country and in Senate and Majlis. | must be aware of 
fact that Zahedi was under fire primarily because (a) his govern- 
ment had failed to take effective measures re high cost of living; (b) 
it was believed to be infiltrated with graft and corruption; (c) it had 
failed to live up to his promises to promote economic development 
in country; and (d) it had been inept in conduct elections and in 
dealing with Majlis and Senate. Although Shah personally con- 
vinced that Mosadeq primarily responsible for present high cost 
living, that charges of corruption were being grossly exaggerated 
by enemies of government, and that in absence of funds Zahedi 
could not be blamed for poor showing in economic development of 
country, nevertheless, campaign carried on against Zahedi had re- 
sulted in sharp deterioration his position. . . . Shah said he would 
like me understand that his present uncertainty re desirability 
keeping Zahedi in office had not arisen because of unsatisfactory 
relations between Zahedi and himself. Zahedi's attitude towards 
him had considerably shifted of late. Zahedi at present was making 
special efforts to cooperate with Shah and was in general accepting 
Shah's suggestions with good grace. He did not believe his relations 
with any Prime Minister could be better than those which he now 
had with Zahedi. 

5. I told Shah my feeling at moment was that it would be prefer- 
able not change horses in midstream unless really necessary. | 
feared such change might lead to political confusion and uncertain- 
ty and to further delays in oil negotrations. New government would 
probably feel constrained review conversations which had already 
taken place and might well seek to make changes re certain points 
already agreed upon. It would be discouraging if representatives 
consortium would be compelled explain its problems and attitudes 
to new government just at time present negotiators beginning un- 
derstand what situation was. Furthermore, I not convinced any 
new Prime Minister would enjoy more prestige. at least initially, in 
country and legislature than Zahedi. I could not think of any Irani- 
an who in present difficult circumstances could discharge duties of 
Prime Minister and negotiate oil settlement more effectively than 
Zahedi. If Zahedi could be prevailed upon to stop insisting on im- 
mediate purchase large quantities of equipment, supplies, etc., from 
abroad which Iran not likely in foreseeable future be in financial 
position to pay for or even to use and if he could be persuaded to 
confine his activities to policy-making and issuance of directives 
and to allow appropriate Iranian officials to carry on detailed oper- 
ations, his prestige might be enhanced between now and such time 
as oil agreement would be submitted to Majlis for ratification. 

It seemed to me preferable try to help guide Zahedi along sound 
paths rather than to look for his replacement. Regardless who 
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Prime Minister might be at time oil agreement should come up for 
ratification, legislative approval would not be obtained unless legis- 
lature and people of country convinced that agreement met with 
approval Shah himself. Shah as well as Prime Minister must there- 
fore sponsor any agreement if it was to have chance ratification. If 
Shah would seek guide Zahedi, giving nim at same time full sup- 
port, and if he would give unequivocal support to such agreement 
as Zahedi might conclude, it seemed to me good chance agreement 
being ratified unless representatives consortium should unexpect- 
edly assume unreasonable attitude. Although these my present 
feelings, I nevertheless would discuss matter immediately with my 
British colleague and would be prepared within four or five days to 
talk about it again with Shah. 


7. Position Zahedi Government may not be as strong now as it 
has been in past. Number ambitious and intriguing politicians, dis- 
appointed aspirants for high office, and enemies Zahedi for 
moment intriguing more or less in concert to have him replaced. 
Some hope that in game musical chairs which would follow change, 
they might be able move to more influential or important positions. 
Furthermore, campaign against Zahedi on grounds corruption has 
been quite effective. Zahedi, by taking personal interest in matters 
involving expenditures or Commitment of funds and by appointing 
persons tarnished reputation in positions where they can dispose of 
considerable funds, has rather stupidly made himself and his gov- 
ernment vulnerable to these charges. If Shah would nod his head 
in that direction both legislative houses would undoubtedly give 
Zahedi vote of no confidence. Matter of selection of successor 
would, however, not be so easy. In my opinion disappointment and 
bitterness following selection of successor would be greater than 
they are now. I believe, therefore, when I see Shah again | should 
repeat in substance what | have already told him. | might add that 
I might be compelled change my opinion if in spite efforts Shah 
and more responsible members Cabinet guide him, Zahedi should 
persist in course which if followed might cause disaster to Iran in 
future years. | would be grateful for any advice or suggestions 
which Department might see fit give. 1 do not plan see Shah again 
before June 3. 


HENDERSON 
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whe 2 > 284 Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET  #$ PRIORITY TeHran, May 29, 1954—5 p. m. 
[Received 1:17 p. m.] 

1. We can say with certainty only that (a) from Iran viewpoint 
UK nationality operating companies unacceptable, and (b) consorti- 
um representatives have made it clear that Iranian nationality 
under plan considered prior UK suggestion re British holding com- 
pany unacceptable from their viewpoint. It possible British plan set 
forth Deptel 2330 to Tehran (6435 to London)* would be found pal- 
atable to Iran Government. We do not, of course, know attitude 
consortium representatives; however, it seems most of the consider- 
ations which led consortium disapprove simple Iranian nationality 
operating companies would continue exist under British plan. It 
difficult for us to see how British proposal would be workable and 
would not establish precedent seriously inimical consortium inter- 
ests elsewhere. Regardless nationality of holding company, incorpo- 
ration operating companies in Iran would subject them to Iranian 
laws which could in years to come impose such difficulties as to 
render effective operations difficult or impossible. in our judgment, 
therefore, US companies should not be advised by US Government 
to accept arrangement of this kind. 

2. We fear it unlikely matter can be settled without prejudice du- 
rability or workability of agreement on any basis other than third 
country nationality of operating companies. If UK has valid argu- 
ments re diplomatic protection and financial considerations against 
utilization of small neutral such as Switzerland and Belgium, we 
hope British eventually will accept Holland as most desirable alter- 
native. We do not see why this arrangement should present serious 
political embarrassment to UK especially in view economic rela- 
tionship between two countries and substantial UK interests in 
Shell operations. While we can understand British refusal consider 
US nationality, it appears that acceptance Dutch should not 
present any greater political embarrassment than acceptance, say, 
of Swiss. Iranians have indicated to us in confidence that while 





‘Repeated to London 

"Telegram 2330, May 24, reported a British suggestion that the holding company 
for the new consortium be incorporated in the United Kingdom while the operating 
companies were incorporated in Iran (888. 2553/5- 2854) 
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they continuing officially press for Iranian domicile of companies, 
they might be willing agree Dutch nationality. 

3. Regardless country in which operating companies will be in- 
corporated, it highly important in our judgment that companies 
headquarters be located in Iran. Consortium has recognized that, 
while effective management must be hands operating companies, 
agreement must provide some facade which will make it possible 
for Iran Government to claim that principle of nationalization law 
re control of oil industry has not been ignored. Location of head of- 
fices of operating companies outside Iran would create appearance 
Iranian oil industry not only out of hands Iran Government but 
being run by remote control from foreign country. 

HENDERSON 


aeK 25 > 284 Telegram 


The Secretary of State to the Embassy in Iran' 


SECRET  #$ PRIORITY WasnincTon, May 29, 1954—2:31 p. m. 


2337. Department considers it essential Shah have no doubt re- 
garding firmness United States support Zahedi and our deep con- 
cern at indications Shah may be considering change government 
present time. We fully endorse line you have taken with Shah and 
Ala (your telegram 2418 repeated London 733") and urge you use 
every means maintain Shah's cooperation with Zahedi government. 

.. . Hoover gave opinion Zahedi government prepared make oil 
agreement while many Shah's advisers such as NIOC officials were 
reluctant and obstructionist in attitude. Serious risk therefore if 
Zahedi government fell that new government would be less willing 
make reasonable oi] settlement and Shah's irresolution would con- 
tinue. In this connection Byroade made point that “make or break 
stage” seems to be approaching when we must be prepared take 
strong line with Shah who is key to Majlis acceptance agreement. 
It is particularly important therefore that United States . . 
give... firm advice to Shah at this stage... . 

DULLEs 





‘Repeated to London. Drafted by Stutesman, cleared with Hoover, and approved 


by Jernegan 
*Decument 466 
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wr St > Sd Tetegram 


The Ambassador in Iran (Henderson) to the Department of State' 


SECRET Tenran, May 31, 1954—2 p. m. 
[Received 9:16 a. m.] 

2439. 1. On evening May 29 British Ambassador called on me in 
gone sour”. Amini had sent him word through Rouwani, legal ad- 
viser NIOC, who had been participating in conversations, to effect: 
(a) Iran could not agree UK suggestion that amount net compensa- 
tion to be paid by Iran to AIOC should be decided upon without 
detailed examination by each side of claims and counterclaims. 
Necessary government be able explain to critics precisely how any 
amount compensation to be paid had been determined; (b) Iran 
Government in view strong Iran public opinion could not agree to 
consider AIOC claims for damages resulting from loss profits. In 
any event losses incurred by Iran during last three years as result 
of British blockade against Iran oil exports would exceed AJOC 
losses from failure receive Iranian oils; (c) Iran Government pre- 
pared examine with AIOC claims and counterclaims and if unable 
reach agreement it willing submit matter for arbitration. In opin- 
jon lranian Government any fair tribunal would decide British 
owed Iran rather than Iran owed AIOC. (1 made no note of state- 
ments made to me by British Ambassador and above may not be 
completely precise summary Amini's message. British Ambassador, 
however, is sending detailed telegram on subject which undoubted- 
ly will be discussed with Embassy London and Department.) 

2. British Ambassador told me he regarded this set-back as ex- 
tremely serious, and was telegraphing his government certain sug- 
gestions as to what next British move might be. One his sugges 
tions was that | be instructed to support such representations as he 
might be requested by his government to make. He said he hoped | 
would have no objections. | told him I would have no hesitation 
take up matter with Entezam and Amini, or both, if US Govern- 
ment should so desire. I thought however, such representation as | 
might make should be of informal nature free from detail. Obvious- 
ly neither US Government nor | would be in position to argue re 
how much Iran might owe to AIOC or AIOC to Iran. It seemed to 
me however, that | might well discuss principles and stress that 





‘Repeated to London 
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No. 470 
wee oad > dlod Tetegram 
The Ambassador in the United Kingdom (Aldrich) to the 
Department of State' 
SECRE? Lonpon, May 3). 1954—1 p. m. 


[Received 10:55 a. m.) 


5432. Limit distribution. For Hoover. Foreign Office has shown 
us Eden's report his conversation May 29 with Iranian Ambassador 
Soheily, who went Geneva under instructions discuss nationality of 
proposed operating companies with Eden 


oi] talks, such as volume of production, were discussed but no deci- 
sions reached. Soheily also raised matter of compensation and sug- 
gested this be disposed of by equating Iranian and British claims. 
Eden told him this “would not do” and restated British position as 
put forward by Ambassador Stevens in his talks with Iranian Gov- 
ernment on subject. Eden said British willing consider figure in 
neighborhood of one-half of the 300,000,000 pounds previously men- 
tioned, and were awaiting Iranian Government reaction. Soheily 
suggested question be referred to single neutral arbitrator, say Bel- 





‘Repeated to Tehran 
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gian, for decision but Eden said HMG preferred continue direct ne- 
gotiations. 

In latter connection Foreign Office disturbed at report just re- 
ceived from British Embassy Tehran to effect Iranians insisting on 
exhaustive review of all claims and counterclaims, which Foreign 
Office thinks will greatly delay settlement. 

ALDRICH 


No. 471 
5-314 Telegram 


The Acting Secretary of State to the Embassy in Iran' 


SECRET NIACT WASHINGTON, May 31, 1954—8:16 p.m. 

2343. Noforn. Limited distribution. Ambassador from Hoover. 

1. It might perhaps be useful to point out to Shah that quite 
aside from other considerations, of which there many, effect of 
changing prime ministers at this time might seriously jeopardize 
oil negotiations for following reasons: 


A. Over period of last nine months we have endeavored to con- 
vince US members of consortium that Iran now has responsible 
and stable government and that notwithstanding difficulties of 
past, companies can now look forward with confidence to (a) 
making very large investments in Iranian oil industry and (b) plac- 
ing long-term dependence upon Iran as an alternate source of 
supply for their world-wide marketing commitments. An arbitrary 
change of government at this time, during most crucial period of 
the negotiations, would be regarded by them as casting grave doubt 
upon these basic assumptions. Unfortunately. it probable that an- 
thentic rumors of present situation will reach them in any event. 
Regardless of anything we may say to contrary, such rumors would 
tend to substantiate, in their minds, fears and reservations which 
have already been aroused by sta:ements of irresponsible Iranian 
elements while consortium negotiating team was recently in 
Tehran. I believe it to be virtual necessity, if confidence to be main- 
tained and oil solution reached, for Shah to offset this situation by 
personally taking strongest possible stand (a) backing up Zahedi 
Government and (b) supporting a realistic solution before public 
and parliament. 

B. I have some doubts, parenthetically, that I could convince US 
members of consortium that they should start discussions all over 
again with a new government, after almost two months of patient 
‘but frustrating) negotiations they have already gone through. 





‘Repeated to London. Drafted and signed by Hoover and cleared in substance 
with Jernegan 








IRAN, 1952-1954 1021 


2. It seems to me that recent developments, precipitated by Shah, 
might give us opening to press an alternate approach and perhaps 
reach understanding which might not otherwise have been possi- 
ble. We might insist, for instance, that before consortium negotiat- 
ing team returns to Tehran certain concrete assurances from Shah 
and Zahedi Government would be necessary if negotiations to be 
continued. Points to be covered would include among others those 
outlined paragraphs 2 and 3 of Tehran’s 2421 to Dept (735 to 
London, May 29),? along following lines: 


(a) While we hopeful consortium can accept agency type agree- 
ment, if it did so then consortium would receive irrevocable right 
of effective management control over basic technical and commer- 
cial operations; 

(b) Sales of crude oil by NIOC would be limited exclusively to 
amounts received under royalty provisions of agreement and would 
be credited at full posted price against 50/50 income to Iranian 
Government; 

(c) Remaining commercial details of agreement would place Ira- 
nian oil in competitive position with respect to other substantial 
producing areas in Middle East; 

(d) Agreement, if reached, would be unequivocally supported by 
Shah and submitted to parliament for ratification. 


8. Proposed course of action outlined in paragraph 2 above has 
not been discussed with either consortium membe:. or with Brit- 
ish. Believe companies would probably welcome such approach, if 
successful, as means of avoiding further frustrating discussions 
with Iranians on these major points. Assume, if British were agree- 
able, they would insist upon participation in discussions with Shah 
and Government, and I see every reason for their inclusion. 





2On May 29 Ambassador Henderson reported that he had told the Shah that the 
US. Government had been able to persuade the five American oi! companies to join 
Dutch Shell and AIOC in trying to reach an oil settlement; that he, Henderson, was 
confident the companies would go as far as they could without sacrificing principles 
which might ruin their operations elsewhere in order to find an agreement which 
was compatible with Iran's national aspirations. For example, Henderson thought 
the consortium might be willing to agree to operate in Iran on an agency basis, pro 
vided the consortium'’s powers as agent would be irrevocable, it would control its 
technical and commercial operations in Iran, and other conditions of the settlement 
were acceptable to it. Henderson also said that the Shah should realize, however 
that neither the companies nor other commercial organizations capable of market 
ing Iranian oi! could possibly enter an arrangement «hich would not give them this 
effective management control. Therefore, Henderson hoped that if the consortium 
agreed on an agency basis, the Iranian Government would agree to allow the con 
sortium effective control over operations. Otherwise, it would be useless to continue 
negotiations. (Telegram 242), ®R*.2553/5-2954 
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4. Tehran's comments are requested re feasibility of this ap- 


proach.* 
MURPHY 





*On June | Ambassador Henderson reported that the Shah the previous evening, 
May 31, had decided to give Zahedi full support and hoped the United States and 
United Kingdom would do likewise Henderson also appreciated Hoover's sugges 
tions outlined in telegram 2343. After careful consideration, however, he believed it 
was preferable not to adopt the course proposed for the following reasons: 1) if the 
approach were discussed with the British, they would likely insist upon the inclu- 
sion of additional conditions of primary interest to them regarding the nationality 
of the operating companies, the agreement on compensation, and others, 2) the first 
three items in paragraph 2 of Department telegram 2343 would involve negotiations 
at the governmental level which should, in Henderson's view, be negotiated by the 
consortium. Regarding paragraph 2 ‘d) of telegram 2343, Henderson said that both 
he and the British Ambassador made it clear to the Shah that the consortium had 
to insist upon an agreement being ratified by the Majlis, and that the Shah, Hen 
derson thought, was persuaded of this necessity and would give his full support to 
Majlis ratification. (Telegram 244%, 888 2553/6-154) 


No. 472 


The Acting Secretary of State to the Embassy in the United 
Kingdom' 


SECRET _— PRIORITY WASHINGTON, May 31, 1954—8:21 p. m. 
6477. Noforn. Limited distribution. From Hoover. Ref London's 
5426 to Dept, 42 to Tehran, May 29.” 
1. London please advise US company principals on confidential 
basis: 


(a) We urgently require their views re nationality of operating 
companies soonest possible. Suggest Ilarden, Page or Long be 
shown Tehran's 2432 to Dept (736 to London May 29) with which I 
concur.* 

(b) British Embassy requesting answer soonest from Dept to their 
inquiry this subject (Dept’s 2330 to Tehran, 6435 to London, May 
28*). 


It believed desirable | remain Washington until reaction of US 
companies in London received here and this matter resolved 





‘Repeated to Tehran. Drafted and signed by Hoover and cleared in substance by 
Secretary of the Treasury Humphrey 

2Not printed. (88% 2553/5-2954) 

"Telegram 5441 from London, June |, reported that Harden stated ‘categorically’ 
that the U.S. companies opposed Iranian nationality for the operating companies 
under any circumstances and favored Dutch nationality. (S8*.2553/6-154) 

*See footnote 2, Document 467 
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2. Currency matter involving UK Treasury insistence upon de- 
tailed control over Iran Government conversion of sterling into dol- 
lars, irrespective of specified ceiling (Tehran's 2406 to Dept, rptd 
London unnumbered, May 27°), now under advisement by US 
Treasury at top level. They deeply disturbed by implications of UK 
Treasury attitude. Will report developments.* 

MuRPHY 


*Not printed. (88% 2553/5-2754) 

*On June | the Embassy in London reported that Embassy officers checked with 
British Treasury officials about the proposed currency arrangements between the 
British and Iranian Governments. Treasury officials said that Iranian sterling ex- 
penditure in both the transferable account and sterling area would be completely 
unrestricted and subject to no understanding regarding preference for the sterling 
area over the transferable account suppliers. Until there was sterling convertibility, 
Iran would make application to the Bank of England for dollar conversions, but 
every application would be approved unconditionally until the agreed limit was 
reached. The agreed limit was 40 percent of the tota! sterling income from consorti- 
um oil operations which would comprise tax, royalty, and local currency purchases 
by the consortium companies. Moreover, the British would exercise no preaudit or 
current supervision over Iranian use of foreyn exchange In conclusson, the Embas- 
sy in London, in view of the foregoing assurances from the British Treasury, be 
lieved there was no basis for the US. Treasury to be “disturbed by wnplications of 
UK Treasury attitude”. (Telegram 5443, 888 2553/6-154) 


No. 473 
we 6-56 Telewrarr 


The Ambassador in Iran (Henderson) to the Department of State 


TOP SECRET TEHRAN, June 5, 1954—3 p. m. 


2479. 1. During my last two conversations with Shah May 27 and 
June i, he siressed his anxiety ai delays in reorganizing Iranian 
Armed Forces on basis which would give them defense capabilities. 
He said it had been almost eight months since he had first dis- 
cussed matter with me and almost three months since I had told 
him that US Government thought that Iran should have certain 
defense capabilities. He had discussed matter with General 
McClure as I had suggested; he understood that General McClure 
had been working on plans and had sent certain suggestions to 
Washington. For some reason, however, which Shah could not un- 
derstand nothing concrete seemed happen. He beginning wonder 
whether US Government seriously interested assisting Iran in cre- 
ating Iranian army which would play role in Middle East defense. 
Were there differences within US Armed Forces or between US 
governmental departments as to role which Iranian Armed Forces 
might or could play; were differences between US and UK Govern- 
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ments responsible for what appeared to be indecisiveness and 
delays? In his opinion time pressing. For moment eyes free world 
focused on Southeast Asia. Spotlight might at any time, however, 
shift to Middle East. He said that if US Government did not seri- 
ousiy intend without delay to help Iran create armed forces capa- 
ble defensive action, he hoped he would be told so frankly so he 
and his country would know what to expect. 

2. I told Shah there could be no doubt US Government ascribed 
much importance to Iran's potential contributions to Middle East 
defense. It my understanding General McClure had made certain 
recommendations to defense authorities in Washington and was 
awaiting their reaction. His Majesty could realize that questions 
this kind highly technical; many factors to be considered. | sure he 
would agree it important correct basis be laid for reorganization 
Iranian Armed Forces. All of us might have cause later to regret 
overhasty action. In meantime it seemed to me emphasis might be 
placed on energetic training so various units could learn to make 
most effective use of weapons which they already had and to take 
best advantage of Iranian terrain. Shah said chief of staff endeav- 
oring activate training activities but handicapped by lack funds. 
Iranian budget unable at present finance kind of training he would 
like to see troops have. 

In his opinion Army doing best it could in matter training with 
limited means its disposal. 

3. Genera! McClure in series of telegrams to Department Army‘ 
has made number recommendations re strengthening and supply- 
ing Iranian Armed Forces. | confident these recommendations 
being given careful and sympathetic consideration and hope it will 
be possible for decision to be reached without protracted delay 
which sure further discourage Shan and other lranian leaders re- 
sponsible for defense Iran. 

HENDERSON 





'None found in Department of State files 
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No. 474 
wer 2058 & 74 Telegram 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State 


SECRET PRIORITY Lonvon, June 7, 1954—11 a. m. 

0559. Limited distribution. From Hoover. 

1. At meeting with US company principals in London afternoon 
June 6, it apparent that difficulties re acceptance of agency type 
agreement revolve largely around accepted legal definition of 
“agent”. 

2. Lawyers for all consortium companies state definition of 
“agent” as used by Iranians in their May 16 “memorandum on 
agency'* (namely relationship “principal to agent” or “master to 
servant’), also generally accepted definition in legal sense in all 
other countries. 

3. Such term, in absence of specific qualification to contrary, 
would in itself be incompatible with kind of effective management 
control Iranians apparently willing give to consortium, and which 
consortium regards as one of “indispensable minimums” in any 
agreement. Otherwise use of word “agent” would undoubtedly lead 
to conflict in later years on entire validity of provisions granting 
such management control. 

4. Lawyers advise that if effective management to be aseured, use 
of terms “agent” or “agency” would have to be specifically defined 
in terms contrary to legally accepted usage. Question becomes, 
therefore, if such qualification would be acceptable to lranians as a 
prerequisite to granting effective management, otherwise such 
grant could become meaningless. 

5. Final document would therefore have to say expressly and 
plainly that consortium would act as agent for Iran, but only in 
sense and to extent specifically provided for in contract, and that 
provisions for management by consortium and for supervision by 
Iranians (as already set forth during negotiations) would be unaf- 
fected by such “agency” relationship. 

6. Inasmuch as above concept may not be compatible with nine- 
point law, from strictly legal standpoint, it considered essentia| by 
consortium that all understandings be embodied in final document, 





‘Also sent to Tehran 

*The record copy of the Iranian document entitled “Memorandum on Agency”, 
dated May 16, is in the folder entitled “Documents Relating to Negotiations With 
Iran Apr. 14, 1954 to May 18, 1954,” in file 888.2553/4-1454 








1026 FOREIGN RELATIONS, 1952-1954, VOLUME X 


and that entire document be ratified by parliament, unequivocally 
approved by Shah, and be made public. 

7. Consortium will therefore authorize negotiators to go to Iran 
and to accept agency type agreement, but only with proviso that 
above qualifications included. it my feeling that much depends 
upon final wording used, and while consortium will make every 
effort to preserve Iranian sensibilities, consortium will not depart 
from principles involved. 

8. Ambassador Henderson's comments re (a) desirability of con- 
sortium negotiators returning to Tehran with above qualifications 
upon right to accept agency type agreement and (b) probable ac- 
ceptability by Iranians of above points urgently desired. Consorti- 
um, of course, feel that clear-cut grant of effective management 
control is matter of overriding importance.* 

9. Department please pass soonest to Secretary Humphrey and 
Secretary Anderson for discussion probably taking place June 7 or 
8 with company principals now in US. 

ALDRICH 





*On June 7 Ambassador Henderson responded that he feared it would be extreme- 
ly difficult if not impossible for the lranian negotiators to agree to wording exactlv 
like that set forth in paragraph 5 of telegram 5559 The Iranians would probably 
believe that such phrasing would, in essence, nullify the statement that the consor- 
tium would act as agent. If the Iranians agreed to the proposed consortium wording, 
Henderson did not believe the Majlis would ratify it. Henderson also thought it 
would be preferable for the consortium negotiators not to be saddled before their 
arrival in Tehran with hard and fast wording, but that they should be given a 
degree of flexibility which would make it possible for them together with the Irani 
ans to find expressions acceptable to both sides. (Telegram 2490, 888 2553/6-754) 


No. 475 


7) i464 &® lies letegram 


The Ambassador in Iran (Henderson) to the Department of State' 


SECRET PRIORITY TEHRAN, June 11, 1954—5 p. m. 


2513. 1. I called on Ala, Minister Court, June 10 at his request 
He told me Shah had flown in earlier in day from Ramsar where 
latter was vacationing and would fly back later in aflernoon. En 
route from airfield to Palace Shah had expressed himself as deeply 
disturbed at continued deterioration prestige government partly as 
result further additional errors in judgment on part of Prime Min- 
ister and tactless way in which Prime Minister was dealing with 
members Senate and Majlis. Shah had asked Ala to get in touch 


‘Transmitted in two sections; repeated to London 
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with me immediately in order deliver message to effect that both 
Majlis and Senate becoming so hostile to government Shah feared 
he could not hold them much longer in line. . . . 

2. I asked what development had led to Shah’s new concern re 
position Zahedi government. Ala said that criticisms of government 
because of its alleged corruption had been steadily increasing and 
public provisions should not be accepted. He asked Ambassador's 
opinion. Ambassador replied to effect he had not discussed matter 
with either British or lranians and was not aware any such sugges- 
tion had been considered. However, he felt Iran Government wuuld 
understandably want, perhaps within some limitation as to quanti- 
ty, freedom in making its own decisions re dollar expenditures. 
This conversion not mentioned to British. 


(a) It had recently released two extremely dangerous nationalists, 
Razavi and Shayegan, collaborators with Mosadeq, who had re- 
turned to their homes in blaze triumphal celebrations in which 
Tudeh Communists had participated. They already engaging in ac- 
tivities against government. Their release had convinced national- 
ists and Tudeh that government was weakening. I| told Ala I had 
been informed that Shah responsible for their release. Ala said his 
understanding was that Shah had insisted that Sadegi, former Inte- 
rior Minister under Mosadeq, be released since Sadeqi merely 
honest, naive professor loyal to Shah who had been misled by Mo- 
sadeq. Minister however had taken position that Sadeqi in same 
— as Razavi and Shayegan and therefore he must release all 
three; 

(b) Bagai, former deputy and leader so-called Toiler’s Party, had 
been arrested several days ago in Kerman and interned in south 
Iran. Following agitation among members Majlis and Senate, gov- 
ernment had reversed its decision and released Baqai As result 
Bagai’s prestige had grown and that Prime Minister had declined. 
It was stupid Prime Minister to have arrested Bagqai in first place | 
told Ala I had heard Baqai was arrested because he was trying to 
stir up mob violence in Kerman during course election campaign 
and that he had been released as result intervention Shah. Ala 
said his information was that although Shah might have told 
Prime Minister that in his opinion it had been a serious political 
mistake to arrest Bagai nevertheless Shah had not suggested 
Baqai’'s release; 

(c) In recent appearances before closed session of Senate Zahedi 
had taken arrogant attitude which had angered even his friends. 


3. | told Ala that I thought change of Prime Ministers at present 
time would be injurious to Iran's international position; it would 
raise doubts re Iran’s ability law and order; it would certainly have 
adverse effect upon oil negotiations. | was convinced that if Shah 
would adopt firm attitude in dealing with critics of Prime Minister 
and in giving guidance to Prime Minister present storm would 











~ 
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blow over and government would be abie to proceed with important 
business of oi] negotiations. 

4. Ala said protracted absence of consortium negotiators had had 
weakening effect on government. Its enemies were spreading sto- 
ries that negotiations had broken down and that there no hope gov- 
ernment could find solution oi! problem. Consequently nationalists 
and Tudeh elements were triumphantly insisting that Mosadeq had 
been right after all. Ala asked if I thought there was still chance 
Zahedi government be able reach agreement with consortium. I re- 
plied in affirmative adding I thought consortium negotiators would 
return Tehran within next ten days. 

5. I told Ala I afraid government could do little in present cir- 
cumstances with meager means at its disposal to check rise in costs 
of living which were primarily results Mosadeq’s policies. I thought 
it should, however, explain situation to public. I also thought it 
should take emergency action to convince public it opposed to cor- 
ruption. ... 

6. Ala expressed agreement ... . I saw Ala later at dinner. He 
told me Shah had again decided to continue giving full support to 
Zahedi and would insist that Prime Minister come out vigorously 
against corruption. 

Shah had agreed it would be good idea for Panahi to be relieved 
but did not seem enthusiastic at idea Ebtehaj being his successor. 

HENDERSON 


No. 476 


; Po-bewt er 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State' 


SECRET Lonpon, June 15, 1954—7 p. m. 


5750. Limited distribution. From Hoover 

1. At large meeting in Foreign Office attended by representatives 
all members consortium, all interested departments British Gov- 
ernment and by Embassy representatives, Page (as spokesman) ne- 
gotialing group outlined consortium position on principal points of 
interest. 

2. Consortium has agreed serve as agent NIOC Iranian Govern- 
ment subject to definition of agent and principal as indicated in 


‘Repeated to Tehran 
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document previously summarized in Embassy telegram 5616 re 
peated Tehran 254." 

3. Consortium will seek agreement for British holding company, 
Duich operating companies and British service company, latter to 
take care purchases, engineering, etc. 

4. In response to question whether consortium would go further 
on volume of production, Page answered a little but not much, also 
would not guarantee annual payments but would guarantee rate 
per ton. He stated no member company willing make advance pay- 
ments and consortium hopes governments can deal with this prob 
lem. Consortium might under some conditions be willing raise roy- 
alty oil percentage but hopes to avoid this on grounds no disadvan- 
tage to Iran in lower figure and some advantage to consortium. 

5. British Treasury representative explained main points UK-Ira- 
nian currency understanding in course of which asked in what cur- 
rency consortium expected make local currency purchases. When 
told sterling would be used, said this satisfactory. He offered assist 
consortium if it ran into difficulty on the question of the sterling- 
rial exchange rate since Treasury considers its understanding with 
Iran on this point satisfactory. 

6. Consortium raised question whether some specific basis for 
diplomatic protection for consortium interests would be negotiated 
perhaps by exchange of notes between Iranian Government and 
government's consortium members. British said they working on 
this. We said would refer matter to Department (London's 5748 to 
Department, 262 to Tehran June 15).* 

7. On publicity, agreed only say consortium representatives de- 
parting Saturday. Statement for use on arrival would be coordinat- 
ed beforehand with Tehran. No response to other inquiries at this 
stage 

8. I leave London for Tehran morning June 16, stopping Geneva 
en route several hours. Consortium leaving London evening June 
19, arriving Tehran following morning 

ALDRICH 


*Neot promted (SMR 2553/6. 954) 
*Not printed (884 2553/6. 1554) 
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No. 477 


Memorandum by the Acting Assistant Secretary of State for Near 
Eastern, South Asian, and African Affairs (Kennedy) to the Secre- 
tary of State’ 


TOP SECRET WasnincrTon, June 16, 1954. 
Subject: Status Report on Iran Oil Negotiations 

Mr. Hoover is concluding his discussions in London today and is 
proceeding to Iran. Representatives of the various companies in the 
proposed consortium will follow by the week end. The following is 
the current status of the principal problems: 


(a) Difficulties regarding the acceptance of an agency type of 
agreement revolve around the definition of “agent”, which, unless 
defined, may lead to a conflict with provisions granting the consor- 
tium effective control of management. Mr. Hoover and Mr. Phieger 
are optimistic that wording can be worked out which will protect 
the consortium’s position and still be acceptab'e to Iran 

(b) Nationality of consortium—-The United States is opposed to 
British nationality of the ating companies. The consortium will 
seek agreement for UK ing company, Dutch operating compa- 
nies, and UK service company, the last to take care of purchases, 
engineering, etc. 

(c) Management of consortium—AIOC has already accepted prin- 
ciple of Dutch managing director with first subordinate to be 
American, second British, and balance of top management Dutch 

(d) Headquarters of consortium—U 5S. companies and Shell firmly 
support Iranian headquarters. AIOC and French a r still deter- 
mined on headquarters in London. However, Mr. Hoover thinks it 
likely their position on this will be modified 


‘Drafted by Richards 


No. 478 


; Te beg r oer 


The Secretary of State to the Embassy in the United Kingdom’ 


SPCRET Wasninoton, June 17, 1954. 6:24 p. m 


6903. Deptel 6477, Embtel 5443." Burgess and members of State 
and Treas. met with British Amb, Rickett and Hall-Patch concern- 


‘Repeated to Tehran Drafted and signed by Corbett 
*"See Document 472 and footnote 6 thereto 
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able and could have urfortunate consequences. US also proposed 
dollar debt service and amortization be met with convertible ster- 
ling without necessity UK approval. 

With respect first question British Amb said they were motivated 
by two factors: (1) necessity holding down dollar burden and (2) re- 
lations with other oil-producing countries such as Iraq and Kuwait. 

US side pointed out special circumstances surrounding Iran and 
requested British to review necessity requiring undertaking by lran 
convert sterling only when necessary to procure goods and services 
essential to Iranian economy and when such good« ond services 
cannot be obtained elsewhere on equivalent terms. 

British promised to raise above matters with Lond. It was em- 
phasized Secretary Humphrey had taken strong interest in this 
matter. 

DULLES 


No. 479 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET Tenran, June 23, 1954—7 p. m. 

2575. Limited distribution. From Hoover. Consortium representa- 
tives report upon first meeting with Iranian delegation evening 
June 22* as follows: 

1. Consortium stated it would not continue ask for lease type 
agreement and would be satisfied with one based on purchase and 
sale of oil on condition other provisions of agreement satisfactory. 
Consortium proposed that contract document not use words 
“agent” or “agency” in describing relationship between Iran/NIOC 
and consortium, but instead should outline factually respective 
rights and obligations each party. Minister Finance Amini stated 
Iranians would take under advisement. (Later in evening at casua! 
meeting Amini intimated he most hopeful “formula” could be 
found acceptable both sides, thal since substance of arrangement 
generally agreed, problem of finding suitable words should not be 
insurmountable | 
'Tranemitted om two sections, repeated te London 


"The record copy of the minutes of this meeting i& in a folder entitled “let, Ord, 
tth, 4th Mtg. Second Phase’. in file 8#* 2558/6 224 
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2 Consortium outlined proposed organization consisting (a) 
Dutch operating companies having full management powers, (b) 
ciled in Iran, ic) British holding company with limited powers over 
operating companies, and id) British service company, responsible 
only to operating companies, to carry out purchasing and engineer- 
ing functions necessary in UK. Iranians mildly expressed prefer- 
ence for Iranian incorporation, and while reserving judgment took 
encouraging attitude. Consortium representatives’ impression was 
that Iranians wil! agree to arrangement but need explanations 
which they can use publicly as to why Iranian companies unaccept- 
able. Finance Minister did not appear greatly impressed with 
strength of argument put forward by Page that loca! incorporation 
would establish precedent dangerous to consortium’'s operations in 
other countries. 

3. Consortium proposed moderately increased offtakes, namely 
12.5, 20 and 30 million tons in first three years respectively, com- 
pared to previous maximum offer 10, 20 and 25 million tons. lrani- 
ans expressed keen desire for higher offtake guarantees, especially 
for period following third year. Consortium submitted brief written 
statement saying it would be “policy” to increase offtake from Iran 
in accordance with supply and demand for Middle East crude, as- 
suming favorable operating and economic conditions existed in 
Iran. Iranians obviously expect more and will undoubtedly trade 
strenuously. When consortium was asked if it would make finan- 
cial loans or advances to offset “restricted” offtake during early 
years, representatives replied they unable do so themselves in view 
surrounding circumstances, and suggested matter financial needs 
over and above oil proceeds might properly be function of interest- 
ed governments. They offered, however, pay crude royalties and 
taxes on monthly basis rather than annual. 

4. Consortium stated above proposals conditional upon receiving 
full rights for basic operation management and 40 year term for 
contract. It our impression both management and term are sticking 
points with companies. On matter of 40 year term, consortium rep- 
resentatives state to us that compromise on purchase and sale type 
agreement already constitutes major concession with possible un- 
settling effects in other countries, and that if most serious reper- 
cussions are to be avoided term must be comparable with conces- 
sions elsewhere. Furthermore, state they specifically instructed by 
principals accept nothing less than 40 years. 

5. Consortium stated to Iranians that some other aspects of deal 
such as prices (i.e. discount), etc. might be “adjusted” if necessary, 
but agreement on points enumerated in above paragraphs should 
be reached in principle first, otherwise discussion other problems 
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would be waste time. Iranians made no comment but we doubt 
they will give up opportunity trade to advantage on some minor 
problems in process working out major ones. 

6. It general reaction of consortium representatives that both 
mately achieving agreement. Our contact with Iranians tends sub- 
stantiate this as their own attitude also, although it certain that 
ifficul aera deeds tn 

7. US company representatives ask Department not communi- 
cate contents this or other Embassy telegrams reporting progress 
negotiations to principals in US unless specifically requested do so. 


HENDERSON 


No. 480 
we ok 6 Wd Telegram 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET Tenran, June 30, 1954—1 p. m. 


2611. Noforn. Limit distribution. From Hoover. 

1. Negotiating delegations have held five formal meetings be- 
tween June 22 and 29.* Discussions primarily confined to (a) man- 
agement, (b) organization, nationality and functions of operating 
companies, (c) term of agreement and id) volume of offtake. Both 
consortium representatives and Iran dels feel much progress ac- 
complished on basic issues and appear optimistic about reaching 
satisfactory solution. Discussions apparently being conducted in 
cordial atmosphere and spirit goodwill evident on both sides not- 
withstanding difficult bargaining involved. 

2. We not reporting meetings in detail as discussion on basic 
issues not yet in final or definitive stages. Lengthy memos submit- 
ted by both sides being pouched rather than cabled since in most 
instances they represent interim bargaining positions and not nec- 
essarily points of agreement or disagreement at this time. Depart- 
ment may wish refer to Embtel 2602 June 28" from US company 
representatives to principals in New York for consortium delega- 
tion's evaluation of proceedings to date 

3. At this time it appears that most difficult and potentially criti- 
cal problem on horizon is compensation negotiation between Iran 





‘Also sent te London 

"The record copies of the minutes of these meetings, are im a folder entitled “let, 
Srd, 4th, th Mtg, Second Phase’, in file #84 2553/6-2254 

*Not printed (010 1/6- 2854) 
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and UK Governments. To Iranians this has become political prob- 
lem of first magnitude. After many years during which Iranian 
people, rightly or wrongly, were led to believe they had been short- 
changed by AIOC, followed by three years of nationalization in 
which demagogues continually asserted vast sums were due from 
former operators, public would regard any appreciable payment to 
AIOC on basis latter's claim as an exaction of tribute under force 
of their present circumstances rather than equitable compensation 
for net damages sustained by AIOC since 1951. In our opinion pe- 
remptory demand for payment of any sum approximating 100 mil- 
lion pounds would have most serious effect on ability to consum- 
mate final consortium agreement. Even if solution achieved we be- 
lieve it wou!d cast shadow of most critical nature on durability of 
any contract, no matte, how favorable to Iran agreement might be 
Such development would be open invitation to every demagogue 
and subversive element in Iran to challenge equity of solution. 

4. We particularly disturbed, therefore, to learn from confiden- 
tial sources that Finance Minister Amini stated that on evening 
June 2% at informal! meeting between himself and British Ambassa- 
dor, latter delivered what Iranians considered to be ultimatum re 
compensation settlement. Iranians apparently were told that sub- 
stantial compensation must be paid, regardless of merit of any 
counter claims, and that this position supported by all other inter- 
este zs ernments, including by implication US Government. 

5. Reaction of Iranians, as conveyed to us, was that if their gov- 
ernment negotiators forced to accede to such demand, they would 
simply present consortium and compensation proposals to Mayjlis 
with no other comment than that this was best deal that could be 
negotiated at present time. Reaction of Majlis certain to be explo- 
sive. On other hand until this development Iranian Government 
representatives had given every indication of aggressively support- 
ing results of consortium negotiation before Majlis and public, even 
though it contained number distasteful features 

6. It our preliminary view that any sum in excess of value Naft-l- 
Shah oil field, Kermanshah Refinery and internal distribution fa- 
cilities would present difficulty, and that agreement under which 
Iran would pay in excess 15 million pounds including such facilities 
would provoke serious consequences 

7. It may be that report we have received on attitude British Am- 
bassador was exaggerated; moreover there possibility British in any 
event may come to realize seriousness of matter and essentiality 
assuming more realism in their compensation negotiations. We do 
not suggest at this time that further representations be made by 
Department to UK Government but we will prepare make specific 
recommendations on basis developments 
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Ambassador Henderson corcurs. 
HENDERSON 


No. 481 


The Ambassador in Iran (Henderson) to the Department of State! 


SECRET PRIORITY TEHRAN, July 1, 1954—5 p. m. 


10. 1. British Ambassador morning July | said he would like to 
discuss with me matter causing him “grave concern.” Difficulties 
had arisen in Washington re payments which might eventually 
result in blocking or delaying solution oil problem. He described in 
some detail contents telegram recently sent by Makins to British 
Foreign Office in which Makins outlined conversation which had 
taken place Secretary Humphrey and himself 

2. According to Makins, Humphrey had expressed himself in 
strong although friendly fashion re proposed payments arrange- 
ments. Among points which Humphrey apparently had made were 
following 


a. As result nationalization and subsequent developments, AIOC 
had completely lost its investments in Iran. American companies 
although having no need for Iranian oil had come to rescue of 
AIOC. They had even agreed to pay AIOC $1 billion to participate 
in consortium In order make consortium workable they would be 
compelled to curtail oil production in various other countries in 
Middle East. In spite of these arrangements, which were most ad- 
vantageous to UK and to AIOC, it now seemed UK was demanding 
that it be put in position of virtual control Iranian foreign trade as 
result of mechanism being set up vy UK-lranian payments agree- 
ment. US Congress would certainly protest when all facts would 
eventually become known, 

b. Hoover who was American representative in charge all US 
matters pertaining to oil settlement and to payments arrangements 
had discussed with Humphrey payments problem during his recent 
visit US. At that time it had appeared that 40 percent of Iran's 
income from oil would be ‘freely convertible into dollars for foreign 
trade purposes Subsequently however memorandum received from 
British Government describing payments arrangement had made it 
clear that UK was demanding that Iran not spend even dollars 
within 40 percent limits until after Iran had ascertained it could 
not obtain merchandise and services in sterling areas on equally 
advantageous terms. Thus, UK planned to try to restrain Iran from 
converting even 40 percent of sterling revenues received from oil 
into dollars for foreign trade purposes; 


Transmitted in two sections, repe ated to London 
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c. Humphrey was convinced that Iran had agreed to enter into 
arrangement of this kind not of its own free will but only under 
pressure. 


3. British Ambassador pointed out to me that: 


(a) US companies were required to pay only $400 million in ster- 
ling instead of one billion in dollars to AIOC and that most of these 
$400 million would be in form of installments to be paid over 
period twenty years and would come largely from Iranian oil busi- 
ness profits; 

(b) British Government was not trying to obtain control of Iran’s 
foreign trade even though it was formally taking attitude that Iran 
should promise that such dollars as it might receive from sterling 
should |garble}| to buy goods and services only in case such goods 
and services could not be purchased just as advantageously in ster- 
ling area. There was no my by which UK could force Iran to live 
up to this promise and UK had no intention of trying to do so with 
40 percent limits. It was true that probably at intervals there 
would be post facto examination by UK of expenditures Iran of dol- 
lars received from sterling in order ascertain extent to which Iran 
living up to its promise. Nevertheless in fact Iran would be quite 
free to use its own judgment re expenditure first 40 percent; 

(c) Iran had voluntarily and without demur agreed to enter into 
this arrangement. He would appreciate knowing whether US Em- 
bassy had received any information due fact that Iran had agreed 
to this arrangement only under pressure 


4. | told Ambassador that: (a) Hoover, as an American official 
was interested in American trade potentials in Iran. I was confi- 
dent, however, he was not submitting any reports or making any 
suggestions re payments problem which differed from those made 
by Embassy; (‘b) it seemed to me that what primarily disturbed 
Humphrey was fact that Iran was not being given completely free 
hand to convert first 40 percent into dollars and to spend these dol- 
lars in any way it wished. Humphrey undoubtedly considered that 
Iran's pledge not to use these dollars to purchase goods and serv- 
ices if such goods and services could be purchased just as advanta- 
geously in sterling areas pius fact that all transactions might be 
subjected to post facto review restrained Iran from spending dollars 
within 40 percent limits as it wished. | personally thought that 
Humphrey would fee! much better about this payments agreement 
if he could be convinced that Iran would be allowed to convert 40 
percent of sterling revenues into dollars and to spend these dollars 
with no conditions altached; ‘c) Embassy had received no informa- 
tion from any Iranian source that Iran had agreed to enter inte 
this payments arrangement only under pressure and had not indi- 
cated to Washington that Iran had been subjected to pressure. Fact 
was Embassy had not discussed payments problem with Iranian of- 
ficials; (d) Embassy had received no information from Washington 
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re conversations which had taken place between Makins and Hum 
phrey and | was therefore not prepared to comment re them. It 
would seem to me, however, that contents of memorandum which 
British Government apparently had furnished US Government out- 
lining proposed payments arrangements had left impression with 
Humphrey that Iran was to be placed under certain restraints vol- 
untary or otherwise in spending any dollars whatsoever which it 
might receive from converting sterling acquired by Iran from sale 
of oil. It seemed to me that it would be helpful if UK Government 
could convince Humphrey that such restraint in fact did not exist.” 

6. After I had concluded my conversation with Ambassador he 
told me that he had asked Beckett, Ambassador's petroleum advi- 
sor, to discuss this matter directly with Hoover and that Beckett 
was carrying on simultaneous conversation at US Embassy with 
Hoover. On my return to Embassy | learned that Beckett had gone 
over practically same ground with Hoover in presence Rountree 
and that Hoover and Rountree in their discussion with him had 
taken positions almost identical with those which I had assumed in 
my talk with Ambassador. 

7. Members Embassy and Hoover, realizing that discussions were 
probably taking place in Washington, have carefully refrained 
since Hoover's return from broaching payments problem during 
various talks with British. Such conversations as we have had have 
taken place only on initiative British and have been reported to 
Department. During our parallel discussions of today we have tried 
exercise care not to make statements which might in any way com- 
plicate talks in Washington. Hoover and | would appreciate it if 
this telegram could be shown Humphrey. 

HENDERSON 





?The following note appears on the source text: “Messayve received without num 
zg PI 

bered paragraph 5. Will be serviced on request” No evidence could be found in De 

partment of State files that such a request was made 


No. 482 


bisenhower Lat ary. kasenhowe jnet A 


Memorandum by the Secretary of State to the President 


CONFIDENTIAL WASHINGTON, July 3, 1954. 
Subject: Proposed Visit to the United States by the Shah of Iran 
The Shah of Iran has told Ambassador Henderson that he and 


the Queen want to make an informal and unofficial visit to the 
United States this fall after an agreement is reached in the oil dis- 
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pute. Ile has also indicated thal he might wish al thal Lime lo dis- 
cuss informally with appropriate officials our views as to Iran's 
future role in the defense of the Middle East. 

It would be most difficult to refuse to welcome the Shah. In my 
opinion, moreover, his visit, if handled appropriately, would be to 
the net advantage of the United States. I, therefore, suggest that 
Ambassador Henderson be authorized to inform the Shah that a 
visit to the United States would be welcome along the following 
lines: (1) that there is an oil settlement; (2) that the visit would be 
official only for the three days which he would spend in Washing- 
ton and would then become unofficial for the rest of his American 
tour; and (3) that appropriate officials of the Government would be 
prepared to discuss privately and informally subjects which the 
Shah might raise, provided the Shah's views on these subjects were 
nade known to us in advance. 

Since the exact date of the visit cannot be determined until after 
an oil settlement is reached, I suggest that we leave this question 
to be worked out by the Department at a later date in accordance 
with your schedule. Your participation could be kept to a mini- 
mum. 

If you concur, I shall inform Ambassador Henderson according- 
ly.? 

JOHN Foster DULLEs 





'The following handwritten note by the President appears on the source text 
“O.K. But in no event to be earlier than Nov. 1.” In a men.orandum dated July 6, 
Ann Whitman, the President's persona! secretary, informed Secretary Dulles of the 
President's decision. (Eisenhower Library, Eisenhower papers, Whitman file) The 
Secretary informed Ambassador Henderson the following day, July 7, in telegram 
35, to notify the Shah of the President's approval in principle of a visit. (7%4.11/7- 
754) 


No. 483 
654 Telewras 


The Ambassador in Iran (Henderson) to the Department of State' 


SECRET TEHRAN, July 6, 1%54—2 p. m. 
35. Noforn. Limited distribution. From Hoover. 
1. Negotiating group continue hold formal meetings almost daily 
during period June 29 to July 5. Consortium and Iranians both 
appear feel constructive progress being made. 


‘Repeated to London 
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2. Appears that satisfactory agreement in principle reached on 
problems incidental to (a) management and (b) organization, na- 
tionality and functions of operating companies. It still necessary 
work out formula and wording satisfactory both sides setting forth 
mutual relationships involved in proposed purchase and sale-type 
contract. Iranians still proposing that consortium should operate 
exclusively on behalf of Iran/NIOC while consortium desires state- 
ment setting forth principle of operation “on behalf of and for 
mutual benefit of both parties’. It my impression satisfactory solu- 
tion will be found shortly as Iranians frankly admit it primarily 
problem finding words not offensive to Majlis and public. 

3. Some discussions undertaken on volume of offtake, price (i.e., 
discount), term of agreement and other related problems, and while 
considerable difficulties remain, it my impression compensations 
not too far apart. 

4. British Ambassador reports, on basis recent compensation 
talks, delegations now examining into Iranian counterclaims and 
he hopeful Iranians agreeable to lump-sum payment in interest of 
satisfactory and rapid solution. So far, we have received no sub- 
stantiation this attitude on part of Iranians. Suggest Department 
continue take no action this phase of negotiations for present. 

5. If Embassy London can from time to time advise us re any in- 
formation it obtains, without making pointed inquiry, concerning 
HMG intentions re compensations negotiations, it would be helpful 
in evaluation of situation locally. 

HENDERSON 


No. 484 
“4 Telegran 


The Secretary of State to the Embassy in Iran' 


SECRET WASHINGTON, July *, 1954—6:04 p. m. 


44. From State and Treasury. Humphrey received personal letter 
from Makins dated July 3 setting forth UK views re US request for 
modification proposed currency conversion agreement between UK 
and Iran. Major points Makins’ letter follow: 

1. UK had made clear at outset of negotiations that it intended 


limit Iranian conversions to cases where goods essential and not ob- 
tainable on equivalent terms outside dollar area. 





‘Also sent to London. Drafted and signed by Corbett 
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2. UK believes that US Government and US companies were mo- 
tivated by their own interests in providing financial and other as- 
sistance in reaching settlement. 

3. Loss Iranian oil cost UK approximately $500 million over 
‘} yee-year period. British consider $60 million down payment from 
American members of consortium “slight offset” to this dollar 
drain and not justification for increasing dollar burden to be as- 
sumed under new arrangements. 

4. Estimated net additional cost to sterling area reserves after 
taking account dollar savings expected as result resumption oper- 
ations in Iran estimated $40 million in first full year rising to $55 
million in third year. American members able to participate in con- 
sortium only by reason special arrangements enabling them sell oil 
for sterling. All consortium payments to Iran being made in ster- 
ling, it is reasonable to impose limit on conversion rights. UK could 
not justify to Parliament and other oil-producing countries in ster- 
ling area agreement giving lran more favorable treatment than 
sterling area oil producers, particularly in light of past Iranian ac- 
tions. UK has requested 40 percent conversion ceiling figure be 
kept secret for fear repercussions in other countries. 

5. Agreement does not involve “trade preference” for UK or 
other sterling area countries as against non-sterling, non-dollar 
countries. {f plans for sterling convertibility are successful, Lran 
will be given same privileges as other non-sterling countries. Mean- 
time, however, UK cannot treat lran better than other countries. 

6. UK estimates Iran will be able to draw $34 million from ster- 
ling area reserves in first year of agreement and $84 million in 
third year. Except for these conversions, lranian purchases Ameri- 
can goods would be limited to amounts US aid plus Iranian dollar 
sales of commodities other than oil 

7. Iranians have informed UK that proposed conversion arrange- 
ments are “fair and just’, although undoubhedly would seek even 
better terms if they believed US would support such request. Given 
fact that some limitation on conversion was required, Iranians 
themselves preferred wording of present proposal because it was 
same as wording of previous agreement. Iranians also asked that 
paragraph 5 dealing with continuation of agreement take present 
form. 

8. Question of conversion sterling for servicing dollar loans not 
formally discussed with Iranian Government and no decision yet 
reached by UK. UK fully prepared reach friendly understanding 
with Iran on lines UK hopes will be agreeable to US “provided that 
the rest of the agreement remains undisturbed”. US reaction to 
letter will be cabled subsequently 


Supplemental note dated July 6 states British believe lranians 
anxious discuss final draft. British proposed proceed these discus- 
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siuns although no final commitments expected. Servicing dollar 
loans to be explored.” 
DULLES 





2On July 14 the Department informed Ambassador Henderson that the Depart- 
ment of the Treasury had reported that Secretary Humphrey had had another con- 
versation on July 13 with Ambassador Makins to clarify Humphrey's understanding 
of the British-lranian currency arrangements. Humphrey repeated his opinion that 
there should be no restrictions on the 40 percent conversion arrangements in view 
of the extensive assistance the United States had provided to the Iranian economy 
and in view of the active cooperation of the U.S. Government and the American oil 
companies in trying to work out an oil settlement. Humphrey indicated that any- 
thing less than unrestricted rights of conversion would probably mean that Ameri- 
can suppliers would be obliged to undersell competitors from all other areas in 
order to share in the Iranian market. Ambassador Makins, it was reported, agreed 
to give further consideration to Humphrey's views. (Telegram 93; 888.2553/7-1454) 
No documentation has been found in Department of State files to indicate that the 
British Government modified its position with respect to its proposed restrictions on 
sterling conversion arrangements in order to accommodate the wishes of the United 
States 


No. 485 


Memorandum by the Acting Special Assistant to the Secretary of 
State for Intelligence (Howe) to the Secretary of State 


SECRET WASHINGTON, July 30, 1954. 
Subject: i: “igence Note: Political Prospects in Iran 

Although within recent weeks the prospects have improved for 
the retention of Zahedi as Prime Minister following Parliamentary 
ratification of the oil agreement, there remains the possibility that 
he will be removed sometime thereafter as a result of growing pres- 
sure by other politicians for a chance to profit from office. The fall 
of the present Zahedi regime would not, however, necessarily lead 
to a basic change in the country’s existing balance of political 
power. 

Political power in Iran is currently shared, as it was before Mo- 
sadeq’s ascent to power, by the Shah and the large landowning 
families. In turn, they control the civil government and defense 
forces, and could therefore select a successor to Zahedi. If the Shah 
was removed or assassinated, however, the Iranian Army, whose 
political outlook cannot be clearly determined and whose officers 
constitute by no means a united corps, would probably emerge as 
the dominant power in government. 

The present power structure is being maintained by (1) the con- 
tinuance of martial law particularly in Tehran, the Abadan area, 
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and along the railroads; (2) the enforcement of strict press censor- 
ship which muffies public criticism; (3) the active and continuous 
use of the security forces to control assemblages and demonstra- 
tions and to ferret out and imprison Tudeh and other subversive 
elements; (4) the provision of US emergency aid and political sup- 
port; and (5) the continuing expectation that the current oil negoti- 
ations will result in a solution favorable to lran. 

In the longer run, however, this balance is likely to be broken by 
the persistence of fundamental political and social trends which 
neither the Shah nor the landowning groups will be able to alter. 
The new urban groups, for example—especially intellectuals, pro- 
fessional men, merchants, and workers—will probably grow in im- 
portance as the force of traditional social relationships and beliefs 
diminishes in the continuing encounter with Western modernism. 
With increasing intensity, these new groups will demand at least 
as great a share in political power as they had under Mosadegq. 

A similar memorandum has been sent to the Under Secretary. 

Fisher Howe 


No. 486 
SRR 7 7 0M Telewram 


The Ambassador in the United Kingdom (Aldrich) to the 
Department of State’ 


SECRET Lonpon, July 30, 1954—6 p. m. 


549. Re Embtel 541, July 30.° Foreign Office confirms informa- 
tion contained first paragraph reference telegram. Stevens will at- 
tempt persuade Iranians to (1) increase compensation to pounds 30 
million, and (2) reduce payment period to 12 years. First payment 
would be due 2 years after date of agreement, with annual pay- 
ments next 10 years thereafter. Foreign Office points out this time 
period not in conformity with point (3) US-UK memo of under- 


‘Repeated to Tehran 

2In telegram 541 Ambassador Aldrich informed the Department and Ambassador 
Henderson that the AIOC directors the previous day had considered the Iranian 
compensation offer, that he, Aldrich, believed the AIOC had decided to accept the 
present offer if necessary but hoped to raise the amount by five million pounds and 
to shorten the payment period. If this effort failed, however, it was Aldrich’'s view 
that the British would not allow the compensation issue to drag beyond the negotia 
tion of the consortium agreement. (48* 2553/7 -9054) 
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standing (Embtel 4178, March 26, 1954) but hopes UK will not 
object, in view of much smaller sum than originally contemplated 


No. 487 


The Ambassador in Iran (Henderson) to the Department of State’ 


SECRET Tenkan, July 31, 19)4—3 p. m 

[Received 10:45 a m_| 

241. 1. British Ambassador tells me that agreement has been 

reached with Iranians re lump sum compensation, Iran to pay 25 
million pounds during 10 years beginning January 1, 1957 

2. There may be some difficulties which he does not regard as se- 

rious re drafting. For instance, British draft will contain following 


provisions in substance: 

a. Iran will owe in compensation AIOC 76 million pounds 

b. AIOC, as matter of equity, will deduct from this amount 51 
million pounds (referred to in previous year as 49 million pounds) 
which AIOC would have paid to Iran if supplementary agreement 
of July 1949, had been ratified by Iran. Iranians may desire other 
wording. 

3. Ambassador does not believe these possible differences in de- 
tails would prevent reaching of agreement in principle prior to 
August 3. 


HENDERSON 





‘Transmitted in two sections, repeated to Londen 


No. 488 


Memorandum by the Secretary of State to the President’ 


|WasnincTow,| August 3, 1954. 
Subject: iranian Oii Agreement 





‘Drafted by Gray and Richards of GT! 
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It is expected that agreement in principle between the interne- 
tional negotiating team and the Government of Iran will be 
reached soon.* 

There are enclosed for your consideraticn: 

Proposed letters of commendation to Loy W. Henderson, United 
States Ambassador to Iran, and Mr. Herbert Hoover, Jr., for the 
significant roles they have played in bringing about a solution of 
the Iranian oil dispute, together with a proposed message to the 
Shah of Iran, to be made public if Shah concurs, and a press state- 
ment expressing your gratification regarding the settlement of the 
oil dispute.’ 

It is recommended you: 

1. Sign the letters to Ambassador Henderson and Mr. Hoover, 
and return to me for release when the agreement is signed. 

2. Se ae Se TNE SS SRY TORS 5 OS ee 
mitta 
3. Approve the press statement and hold for release when the 
agreement is signed. 


Joun Foster DuLLEs 


"On Aug. 5, the Government of lran and the negotiators of the International Con 
sortium representing the exyht o:| companies signed the csde memoire to mgnify 
agreement in principle to an arrangement which would restore the flow of Iranian 
oil te world markets For the text of their statement imeued in Tehran on Aug 5 
announcing their agreement, see Department of State Bulletin, Aug 16, 1954, p 
ZZ 

"None of the enclosures is printed According to a handwritten notation on the 
source text, President Eisenhower approved Secretary Dulles recommendations on 
Aug. 4. Upon the conclusion of the agreement im principle between the Internation 
al Consortium and the Government of Iran, the letters to Hoover and Henderson 
were dispatched, as was the President's letter to the Shah; and the pres, statements 
of Secretary Dulles and President Eine ahower were released For texts of the Pres 
dent's ‘etter to the Shah and Dulles’ publ statement, see Department of State Bu/ 
letin, Aug. 16, 1954. p 290. The texts of the President's letters to Hoover and Hen 
derson and the President's press release were attached to the record copy of this 
memorandum (SMA 250) 8 S54) 


No. 489 


ry ’ 


The Ambassador (a Iran (Henderson) to the Department of State' 


SECRET Tenran, August 5, 1954—1 p. m. 


307. Copy aide-iesmmare O81 Compensation selliement ceveived Us 
morning from British Embassy. It has been initialled by British 


‘Transmitted in two sections, repeated to London 
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Ambassador and Iranian Minister Finance. It remains secret pend- 
ing drafting formal compensation agreement.* Text follows: 

“Whereas the conclusion of arrangements with the Consortium 
necessitates an agreement on the question of compensation the two 
delegations have given careful consideration to the financial mat- 
ters outstanding between the Iranian Government and the Anglo 
Iranian Oil Company, Lid. 

They have had regard to the arrangements made between the 
Iranian Government and the Consortium which include provisions 
in respect of the use of the Southern assets, in consideration of 
which the Anglo-lranian Oil Company, Lid., relinquishes all claims 
in respect of the said assets. 

They have made a meticulous examination of all the claims and 
counterclaims of both sides 

They have taken into account the value of the internal distribu- 
tion assets, the Kermanshah Refinery, and the Naft-I-Shah oilfield, 
and the disruption of the enterprise of the Anglo-lranian Oil Com- 
pany, Ltd., on the one hand, and the disruption of Iran's economy 
arising out of ive failure of the two parties to reach a settlement 
following upon the nationalization of the Iranian oil industry in 
1951 on the other hand. 

They have also taken into account the Iranian government's 
views that in equity they should reveive upon ratification of the 
new agreement with the Consortium additional sums which would 
have accrued to them under the Supplemental Agreement of 1949 
if it had come into force. 

Having regard to the foregoing it has been agreed that the 
Anglo-lranian Oil Company, Ltd., shall pay to the Iranian Govern- 
ment the additional sums referred to in the preceding paragraph, 
and such sums totalling pounds 51 million wi!! in turn be set off 
against the amount payable by the Iranian Government to the 
Company representing the balance struck after the examination of 
other claims and counterclaims. In the result, a net amount is pay- 
able by the Iranian Government to the Anglo-lranian Oi! Compa- 
ny, Ltd., of pounds 25 million free of interest. This sum shall be 
paid by Iran in ten equal annual installments beginning on Janu- 
ary 1, 1957. Settlement may be effected by the relevant install- 
ments being set off against the tax payments of the Trading Com- 
pany to be established by the Anglo-lranian Oil Company, Ltd., 
under the Consortium Agreement 

This payment is in full and final settlement of all claims and 
counterclaims by the Iranian Government and NIOC on the one 





"On Aug. 5, a joint Iranian-British statement on compensation was also released 
in Tehran. For text, see telegram 309, Aug 5, infra 
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hand, and t~ the Anglo-!ranian Oil Company, Lid on the other, in 
respect of any matter prior to the effective date of the Consortium 
Agreement. The Anglo-lranian Oi] Company, Lid. gives in favour 
of the Iranian Government and NIOC a formal release from all 
claims and demands of the Company in respect of any such matter. 
The Iranian Government and NIOC in their turn give the following 
formal releases and indemmnities in favour of the Angio-iranian Uni 
Company, Lid 


(a) A release from all claims and demands of the Iranian Govern- 
ment and the NIOC in respect of any matter prior to the effective 
date of the Consortium Agreement 

(b) An indemnity against any liability in respect of any claims 
ce demands that may be made against the Anglelranian Oil 

Lid. by third parties arising out of the oil operations in 
iran of of the said Company 


The wording of this Aide-Memoire i not intended to represent 
necessarily the wording to be used in the Compensation Agree- 
ment, which is to be satisfactory to the lawyers for both sides, and 
which will come into force together with, and form an integral part 
of, the Consortium Agreement. August 4, 1954" 

HENDERSON 


No. 190 


The Ambassador in Iran (Henderson! to the Department of State 


PRIORITY Tenran, August 5, 1954 


309. Following is text joint Iranian-British statement being re- 
leased Tehran August 5 on compensation 


“In course frank and friendly discussions on subject compensa- 
tion, there has been meticulous examination of all claims and 
counter<laims of both sides. As part of general settlement of oil 
problem Iranian Government have agreed pay AIOC net amount of 
compensation totalling pounds 25 million payable over ten years 
and free of interest. Payments will not begin uatil January © 1957 
Settlement takes into account value of internal distribution assets, 
Kermanshah refinery and Naft-l-Shah oil field, disruption of enter- 
prise of AIOC and disruption of Iran's economy arising out of fail- 
ure of parties reach settlement following upon nationalization of 
industry in 1951. 

This agreement in conjunction with agreement to be concluded 
with consortium to settle long-standing dispute and it is hoped will 
inaugurate new era in Anglo-lranian relations” 


HENDERSON 
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No. 491 


The Ambassador in Iran (Henderson! to the Department of State 


PRIORITY TEHRAN, August 5, 1954 


311. Following is text joint lranian-British statement being re- 
leased Tehran August 5 on payments 


“Her Majesty's Government and Iranian Government have 
reached general agreement in principle' on arrangements which 
will govern payments relations between Iran and sterling area, and 
which will come into force on ratification oil agreement with con- 
sortium. 

2. Under payments arrangements, all transactions, including 
those of consortium with Iran and NIOC shal! normally be settled 
in sterling and Her Majesty's Government will take necessary 
steps to give Iran full ‘transferable account’ facilities. Her Majes- 
ty s Government have also undertaken provide Iran with facilities 
for converting sterling into dollars. 

3. While these arrangements will have await ratification oil 
agreement, Her Majesty s Government have undertaken as special 
measure to remove, with imniediate effect, certain restrictions ex- 
isting on sterling payments between Iran and non-dollar world”. 


HENDERSON 


‘The agreement in principle was spelled out and formalized in an exchange of 
notes on Oct. 25, 194, between the British and Iranian Governments 


No. 192 


The Ambassador in Iran (Henderson! to the Department of State' 


SECRET TeHRAN, August 15, 1954—1 p. m. 

385. Although Iranian politicians generally non-committal and 
some sub-surface tension felt, political scene Tehran remains calm 
and prospects for Majlis approval of eventual oil settlement appear 
good. Parliamentary consideration of oil settlement may neverthe- 
less entail bitter and vociferous opposition on part minority in both 
Majlis and Senate. Both foreign and local observers express opinion 
that agreement in principle on oil settlement well-received, al- 
though details of provisions little understood by public. 





'Pouched to London. Isfahan, Tabriz. and Meshed 
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Several factors contribute to present confidence oi! agreement 
can be ratified and put into effect in due course. Perhaps most im- 
portant is general strength of Zahedi government. Politicians gen- 
erally remain convinced that Shah depending on Zahedi govern- 
ment to carry oil agreement through and that US and UK stand 
behind Shah and are in complete harmony with each other 
(Embtel 209, July 28, pouched London.)* Shah has thus far support- 
ed oil agreement (Embtel 365, August 11, 1954).* He not expected 
to waver except in unlikely event opposition elements able produce 
positive evidence, such as public demonstrations, which Shah 
might interpret as proving ground swell of popular sentiment of op- 
position to measure. Majlis president Hekmat, rumored in seg- 
ments of press to be less than firm in support of agreement, has 
assured British Embassy this untrue and declared “there no worry 
about Majlis.” Through controlled press, government spreading 
rumor that Communists offering large bribes to deputies to oppose 
ratification; this obvious move to brand deputies opposing ratifica- 
tion as Communist tools. 

In Majlis expected focus of opposition is nationalist-religious 
group around Qanatabadi. Shculd he be joined by Behbehani, as is 
possible, public might get impression religious community opposed 
to settlement. Other possible sources opposition in Majlis currently 
subdued. Tafazoli, frequently critical of government in the past, 
now appears to support ratification. Many deputies regard him as 
important weathervane of position court, with which he aligned 
Oppositionist Darakhshesh, who has posed as spokesman of nation- 
al movement, may also be restrained by court, to whose influence 
he is subject. 

In Senate no cohesive group opposed to oil settlement visible al- 
though Lesani, Divanbeigi and Sharif-Emami likely to voice oppusi- 
tion, however, Divanbeigi, who poses as nationalist spokesman, is 
Shah appointee and Sharif-Emami also subject to court influence 

There still no firm indication of timing and method government 
to use in its anticipated request for Parliamentary ratification of 
agreement. Government understood to have cancelled plans involv- 
ing participation of dozen Deputies and Senators in Inter-Parlia- 
mentary Union conference in Bern beginning August 27. It report- 
ed that Amini will attempt link various agreements on producing 
and refining, compensation, and payment in such way that Parlia- 
mentary consideration of all agreements as single package will 
appear obligatory. 





2Not printed. (788.00/7-2854) 
*Not printed. (888 2553/8-1154) 
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Important key to maintenance favorable situation described 
above lies in preservation public belief in solidarity among Zahedi- 
Shah, US and UK. 

HENDERSON 


No. 4193 


cae 2558 91504 Telegram 
The Acting Secretary of State to the Embassy in Iran’ 
SECRET NIACT WASHINGTON, September 15, 1954—7:57 p. m. 

532. Following letter dated September 15 to President from At- 
torney General.*? Letter unclassified but should be released only to 
interested company representatives. 

“As a result of negotiations conducted by the international oil 
companies participating in the proposed Iranian consortium, there 
have been submitted to me by the participants drafts of fourteen 
documents which, I understand, are in finai form for execution by 
the parties.’ Pursuant to your request for my opinion, I have ex- 
amined these documents to ascertain the legality of the arrange- 
ments set forth, including the legality of participation therein by 
any or all of the five mentioned or other American vil companies 

On the basis of my review of these documents it is my view that 
the arrangements set forth therein do not deviate substantially 
from the arrangements stated in the “Proposed Iranian Consorti- 
um Plan” with respect to which | gave you an opinion on January 
20 (27), 1954.4 Accordingly, it is my opinion that these agreements, 





‘Repeated to London. Drafted by Hoover and approved by Wilham O Baxter, Di 
rector, Office of Greek, Turkish, and Iranian Affairs 

*Attoriey General Brownell « letter of Sept. 15 to President Emenhower was occa 
sioned by a letter Hoover had addressed to Brownell! the previous day, Sept. 14 In 
that letter, Hoover informed Brownell! that negotiations between the Oil Consortium 
and the Government of Iran had reached the point where the o1) companies and the 
Iranians were “ready to execute, deliver and proceed to perform the various docu 
ments involved, subject only to [the Attorney General's) advice as to the conformity 
of such action with [the Attorney General's) opinion of Jan 20, 1954 (See Docu- 
ment 411.) Specifically, Hoover requested the Department of Justice to review the 
documents which constituted the basis of the Iranian oi) settlement and which Jus 
tice received for review on Sept. 13, to ascertain if their contents conformed to 
Brownell’s opinion of Jan. 20. Hoover asked that this task be accomplished. if possi 
ble, by Sept. 15. (GTI files, lot 57 D 155, “Justice Dept. Interest”) 

"The final texts of these agreements are in two bound volumes in Department of 
State files and are entitled, respectively, “The Iranian Consortium. Government 
Agreement and Related Documents” and “The Iran Consortium Participants and 
Consideration Agreements ana Related Documents”. (888 2553) 12-5154) 

*Not printed. (888 2553/1-2151 
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in their present form and if they remain unaltered, in view of the 
facts and circumstances which now characterize the production and 
refining of Iranian oil and the determination by the National Secu- 
rity Council that the security interests of the United States require 
that United States oil companies be invited to participate in an 
international consortium to contract with the Government of Iran, 
for the production, refining and acquisition of petroleum and petro- 
leum products from within the area of Iran defined in these docu- 
ments, would not in themselves constitute a violation of the anti- 
trust laws, nor create a violation of antitrust law not already exist- 
ing, subject to the limitations stated below. 

This opinion of non-violation is limited to the arrangements de- 
scribed in the documents which have been submitted by the oil 
company participants and does not extend to any other act what- 
ever, such as, but not limited to— 

(a) Any other agreement or understanding among the participat- 
ing parties, or any of them, or between any of the participating 
parties and non-participating persons. 

(b) Marketing, distribution, further manufacture, or transporta- 
tion of any petroleum or petroleum products, and any plan, pro- 
gram, agreement, or understanding, whether past, present or 
future, relating thereto 


This opinion of non-violation is given only subject to the express 
reservation of all rights of the United States, unlimited in any way 
by this opinion, to continue to prosecute the action against Stand- 
ard Oil Company of New Jersey and others, pending in the United 
States District Court for the Southern District of New York, Civil 
No. 86-27, in accordance with the Federal Rules of Civil Procedure, 
and to prosecute the charges of such complaint with respect to the 
actions of the defendants therein and any other persons who may 
be added as parties defendant, as to any petroleum and petroleum 
products, including any and aii actions dealing with petroleum and 
petroleum products acquired as a result of the consortium other 
than any actions which the preceding paragraphs of this opinion 
state ‘would not in themselves constitute a violation of the anti- 
trust laws, nor create a violation of antitrust law not already exist- 
ing.'® 

SMITH 

‘On Sept. 15 Hoover notified the Embassy in Tehran of the Attorney General's 
letter to the President. He added that the Department has informed George Koegler 
of the Standard Oil Company of New Jersey of its contents; and that he, Koegler, 
had said the Attorney General's letter was satisfactory The Department, however, 
also informed the Embassy that the text of the letter had to be submitted for the 
approval of the General Counsel! of each of the other companies, who would meet in 
New York on Sept 16 for this purpose, would make their decision, and would 
inform Page in Tehran of their decision on the morning of Sept. 17. (Telegram 531, 


MRR 558 O-1 554) 
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No. 494 


ek 25538 9 17M Telegre 


The Acting Secretary of State to the Embassy in Iran‘ 


SECRET PRIORITY |§WaASHINGTON, September 17, 1954—4:25 p.m. 

549. Deptel 531 rptd London 1526* American oil companies ex- 
pressed some concern Attorney General's opinion Deptel 532 rptd 
London 1527 expressly restricted to agreements “in their present 
form and if they remain unaltered’. Koegler reported that as 
result Iranian requests certain changes being made in drafts which 
were submitted Justice. Companies confident these changes raise 
no anti-trust problems but desired Attorney General be advised 
changes being made and probably would continue be made up to 
moment Amini signs agreement. 

Afternoon Sept 16 Attorney General approved letter to be sent 
by Acting Secretary to American oil companies emphasizing US 
Govt recognition some changes might be made prior signature in 
documents upon which Attorney General's opinion Sept 15 was 
based and that language quoted above “was intended to preclude 
only such changes as might raise anti-trust questions.’ Koegler 
immediately informed and stated American companies would have 
no further qualms re signing agreement with respect anii-trust as- 
pects. He estimated documents would be Mown from London for 
Amini’s signature Sept 19. 

Hope you can find occasion inform Iranians and British our view 
that Attorney General and his Staff Anti-Trust Division deserve 
great credit for rapid action this complicated affair. 

SMITH 





‘Repeated te London. Drafted by Stutesman, cleared in substance with Hoover 
and Ely Maver of L and approved by Jernegan 

*See foo! vote 5, supra 

*Acting Secretary Smith on Sept. 1s sent the letters to R. G. Follis, Chairman of 
the Board of Directors, Standard Oi! Company of California; Eugene Holman, Chair- 
man of the Board of Directors, Standard Oi! Company of New Jersey, W SS. Rod- 
gers, Chairman of the Board of Directors, The Texas Company, Sidney A. Swensrud, 
Chairman of the Board of Directors, Gulf Oi! Corporation; and G. V_ Holton, Chair- 
man of the Board of Directors, Socony-Vacuum Oi! Company, Inc. Smith informed 
them of the contents of the Attorney General's letter of Sept. 15 submitted to the 
President (see telegram 532, supra) regarding the legality of the agreements which 
the Oil Consortium was prepared to enter into with the Government of Iran, and he 
enclosed a copy of the Attorney General's letter to the President. (88% 2553/9-1854) 
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No. 495 


Ss PP NSO folew bot ©) TD be ran “SM a 


Memorandum by the Deputy Assistant Secretary of State for Near 
Eastern, South Asian, and African Affairs (Jernegan/ to the Di- 
rector to the Policy Planning Staff (Bowie?" 


SECRET WASHINGTON, September 18, 1954. 
Subject: Proposed Program of Military Aid to Iran 

I refer to our telephone conversation today about a possible state- 
ment on this subject at the NSC Planning Board meeting on 
Monday.” The essential facts are as follows. 

General McClure, Chief of the American Military Mission in 
Iran, has recommended a substantial expansion in the scale of our 
military assistance to Iran. He proposes that over a three-year 
period we spend about $360 million, as contrasted with past annual 
increments ranging between $6 million and $30 million. This ex- 
panded program has the general endorsement of our Ambassador. 

Something over $100 million of the total would be for defense 
support: construction of strategic roads, enlargement of air fields, 
construction of shoe factories, clothing factories, canning plants, 
etc. Another substantial portion would go for the construction of 
housing and other facilities needed for the relocation of major Ira- 
nian military units in the areas which present plans call upon 
therm to defend in time of war. A third substantial item, in the 
neighborhood of $80 or $90 million, is to build up a three month's 
reserve of ammunition. Only between a third and a quarter of the 
total funds would go for new military end items other than ammu- 
nition. 

This proposal is designed to give Iran a real capability to assist 
in the defense of the Middle East and also to encourage her to join 
in Middle East defense arrangements. The Shah has made the de- 
velopment of his forces a condition to any Iranian participation in 
a regional arrangement 

General McClure's recommendations are under study in the Pen- 
tagon and we are awaiting the views of the Joint Chiefs before 
trying to formulate a definite State Department position. However, 
NEA regards the proposals as good, from the political point of 
view. While it would probably be desirable to make an early start 
if the expanded program is approved, we believe it would not be 
absolutely necessary to allocate additional funds from this year's 


‘Drafted by Jernegan 
*No record has becn found in Department of State files that such a statement was 
made 
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appropriations. The beginning could be made in next fiscal year 
based on a new presentation to the next Congress. 

If the occasion arises for you to comment at the Planning Board, 
it is suggested that you say the Department considers an adequate 
military program for Iran as essential to achieve our political ob- 
jectives in that country. You could add that we do not as yet feel 
able to express a definite opinion regarding the specific program 
proposed by General McClure. We consider however that the politi- 
cal factors should be taken very much into consideration in arriv- 
ing at a decision on this whole question 


Ao, 446 
+ lewgra 


The Ambassador in Iran (Henderson! to the Department of State 


CONFIDENTIAL TEHRAN, September 21, 1954—6 p.m 

711. 1. Impression gained from conversations with various depu- 
ties and other Iranians some of whom not friendly to government 
is that Amini speech morning September 21 presenting oil agree- 
ment to Majlis great success.' With Iranian subtlety he answered 
in advance main arguments which opposition was certain present. 
He did not pretend agreement al! Iran would like to have but indi- 
cated it was best obtainable. His speech was masterpiece of person- 
al humility mingled with lofty patriotism and was designed win 
support extreme nationalists as wel! as partisans of West. He did 
not appear in role of suppliant but in most polite terms indicated 
that government not prepared renegotiate in case Majlis should 
find agreement not satisfactory 





'The Embassy in Tehran telegraphed the text of the exngie article bill which Fi 
nance Minister Amini had introduced to the Majlis on Sept 2! in telegram 753, 
Sept. 25 It reads as follows 

“Single article The National Consultative Assembly ratifies and authorizes the 
Government to enforce and exchange the attached agreement. the firet part of 
which includes 5) articles and two supplements re the sale and purchase of oi! and 
gas and re the manner in which the operations «pecified in the agreement are to be 
managed, and which is signed by Iran and the National Iranian Oi! Company on the 
one hand |and| by the Gulf Oi! Corporation, Secony Vacuum Company. Standard Oi! 
Company of New Jersey, Standard Oi] Company of California, the Texas Oi! Compa 
ny, the Anglo-lranian Oi! Company, Limited, N. V_ Bataafsche Petroleum Maate 
chappij and the Compagnie Francaise des Petroles on the other hand ‘and according 
to article three of the agreement also signed by the operating companies! and the 
second part of which includes five articles re compensation and which is signed by 
Iran and the NIOU on the one hand and the Anglo iranian Oi) Company on the 
other hand 

“All laws and provisions which are in contradiction with this law are cancelled” 
(RRR 25539-2554) 
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2. Newspaper accounts so conflicting we shall not endeavor send 
full summary until we can obtain official text which we hope will 
be tomorrow. If Department has received satisfactory summary 
through other sources please telegraph. 

3. Foreign Minister this morning told me government extremely 
pleased at reception speech and with members elected by Majlis to 
joint oil committee. He said he personally would have been happier 
if more opponents to agreement would have been elected since he 
would prefer give them opportunity vent their views in committee 
meeting rather than on floor Majlis. Foreign Minister also stated 
that Senate today was electing its members to joint oil committee 
so that joint committee would probably be given until September 
25 to study agreements; and that it would meet on that date with 
Finance Ministry and oil experts who would be prepared answer 
questions and give explanations. Plan was joint committee would 
make its report to two houses Parliament October 2. It was hoped 
ratification could be achieved by October 9. 

4. Embassy obtained this afternoon list members elected by 
Senate to oil committee which it is analyzing. Our first impression 
is that only member likely make real trouble is Lesani. Details 
later. 

HENDERSON 


No. 497 


Memorandum of Conversation, by the Director of the Office of 
Greek, Turkish, and Iranian Affairs (Baxter) 


CONFIDENTIAL Wasnincton, October 12, 1954 
Subject: Loans to Iran 

Participants: 

The Under Secretary Mr. Black, IBRD 

Mr. Waugh, E General Edgerton, Export- 

Mr. Jernegan, NEA Import Bank 

Mr. Baxter, GT! Mr. Overby, Treasury 


The meeting was arranged in order to clarify views on proposed 
loans to Iran, their amount and source, and the feasibility of IBRD 
participation. ' 

It was pointed out that State believed there were over-riding po- 
litical and psychological factors necessitating the early offer to lran 





‘A prior meeting on this subject was held on Oct. © (888.10) 10-4854) 





IRAN, 1952-1954 1055 


of an aid package which would include substantial loans. It is the 
unanimous opinion of United States officials in Tehran that the oil 
agreement has produced a tavorable climate for advancing our ob- 
jective of sewing Iran up firmly w.th the West and the country off 
the dead center on which it has been statically poised for several 
years. Now that things are rolling in the right direction, the mo- 
mentum must be kept up. However, it will be at least three years 
before the oil revenues will reach a level of anything like abun- 
dance and during the first year they will not even be sufficient to 
cover Iranian budgetary needs. 

Mr. Black stated that the question for which he needed an 
answer is how the IBRD can enter the picture, if at all. At the 
moment he did not see how Iran could qualify for an IBRD loan 
According to his information, irresponsible commitments were 
being made by various Iranian officials which probably did not cor- 
respond either to Iranian needs or to their ability to pay. Mr. 
Nasser of the Bank Melli had told him there were approximately 
$52 million of uncoordinated commitments and he would not be 
surprised if there were $50 million more which he did not know 
about. The IBRD had very little information about the situation in 
Iran, had not studied Iranian projects to find which were justified, 
and would not be able to consider loans until Iran had brought its 
house into order and established some effective control over its ex- 
penditures. With regard to the proposed $100 million loan, he 
asked if any commitments had been made to the Iranian Govern- 
ment by the United States, pointing out, however, that a United 
States commitment could not commit the IBRD, which was an 
international organization 

Mr. Hoover stated that there was no commitment but that it was 
United States policy to assist Iran. Certain United States institu- 
tions, such as the Export-Import Bank, can extend aid when it is 
decided that it is in the Un:ted States interest to assist some coun- 
try which might otherwise be lost. He believed that Iran was as 
good an example as could be found of a country which should be 
saved. If there should be no fulfillment of the hopes of the Iranian 
people for early improvement following an oi! settlement, exagger- 
ated though they may be, there is a serious possibility that Iran 
will fall into the Sov'et orbit 

Mr. Black said that if that were United States policy he had 
nothing further to add but that of course the Bank could not par- 
ticipate in any such loan package. He expressed fears, however, 
that such action would establish a dangerous precedent, as it would 
lead both Iran and other countries to think they could get long- 
term development loans from sources other than the IBRD, which 
had been established for such purposes. He also expressed strong 
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doubts as to the wisdom of linking loan repayments directly to oil 
revenues. The IBRD has had unfortunate experiences in the past 
with this and did not like such a procedure; however, if other lend- 
ing agencies insisted on that kind of guarantee, the IBRD would of 
necessity have to ask for the same if it should come into the pic- 
ture. It was agreed that the suggestion of tying a loan to oil reve- 
nues would not be pursued. 

In connection with Mr Black's comments on uncoordinated 
spending in Iran, it was pointed out that everyone, including most 
responsible Iranian officials, are equally concerned and equally de- 
sirous of establishing some kind of firm control arrangement. It 
would be politically impossible to ask the Majlis to include finan- 
cial controls over al! lranian Government expenditures im their ap 
proval of a United States loan agreement. We would, however, as a 
prerequisite to extending loans, insist on the establishment of some 
effective over-all control arrangement. It is felt that perhaps the 
best instrument would be the present Finance Committee com- 
posed of Minister of Finance Amini, Director of the Plan Organiza- 
tion Ebtehaj, Governor of the Bank Melli Nasser, and the Minister 
of National Economy. The United States would maintain control 
over its own loan funds by approving expenditures on a project-by- 

Mr. Overby restated United States policy to the effect that loans 
for long-term development projects should be channeled to the 
IBRD and that funds of the Eximbank should be used primarily for 
United States supplier loans for short-term projects. There are, of 
course, exceptional occassons in which, for political reasons, Exim- 
bank loans can be of a slightly different nature. He suggested that 
the present situation might be met in the following manner: The 
Iranian Government might be told that, subject to satisfactory as- 
surances of a control arrangement to regulate government commit- 
ments and expenditures, the United States is prepared to negotia- 
tate a package loan from the Eximbank consisting of (a) $30 mil- 
lion from FOA funds for budget support, ‘b) $15 million for the 
Karaj Dam, and ‘c) $35 million for United States goods and services 
for programs or projects promising quick results of benefit to Iran. 
Other future development projects are to be discussed with the 
International Bank 

General Edgerton indicated that he thought such a suggestion 
would be satisfactory to the Eximbank, as it already had applica- 
tions from the Iranian Government for loans totaling $53 million. 
The Karaj Dam is in a special category, as it has assumed a politi- 
cal as well as economic significance in Iran, and work and engi- 
neering are already fairly advanced. General Edgerton was not 
sure that all of the items included in the Iranian $35 million re- 
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quest were in the proper category, but he felt that substitutes could 
be found for those which fall into the long-term category. 

Mr. Hoover indicated that a telegram embodying these sugges- 
tions would probably be dispatched very soon to Ambassador Heni- 
derson,* so that he could discuss them with appropriate Iranian of- 
ficials before his return o Washington next week. It was pointed 
out that such an aid package, including loans and FOA grant as- 
sistance, is considered a one-time shot in the arm in order to get 
Iran over the present hump. Future needs for long-term develop 
ment should be channeled through the IBRD. In this connection 
Mr. Hoover thought the IRD could be of great help to Iran, point- 
ing out that Mr. Ebtehaj has already requested Bank assistance. 
He expressed the hope thit Mr. Black would be abie wo send advis- 
e.4 to Iran to asciet Lranian officials in working out a coordinated 
program for future deveioy ment. 





*Presumably reference is to telegram 729 te Tehran, Oct 14, onfre 


No. 198 


4 Teles 


The Acting Secretary of State to the Embassy and the United States 
Operations Mission in Iran’ 


SECRET NIACT Wasnincton, October 13, 1954—7:51 p.m. 


729. Joint State-FOA cable 

1. As result high level inter-agency discussion. i* has been agreed 
that following economic ak! “package be authorized for Iran pro- 
vided adequate assurances is discussed below forthcoming. 


(a) $8.5 million technical assistance: 
(b) $13 million development assistance to be used jointly with (a) 


above, 

(c) $12.8 million budgetay support from FOA funds for rest of 
calendar year of which $5 million to be released promptly without 
regard to rest of package (1}OA Washington cabling immediate au- 
thorization release $5 millicn); 

id) $83 million for budge —— developmental assistance, in- 
cluding $18 million for Karij 


2 All of above items are to be in form of loans except items (a) 
and (c) and $11 million of item (b). 





‘Drafted by Baxter, Stutesman, and Crow! and approved by Byroade after being 
cleared in dreft with Norman Paul, Assistant Secretary of the Treasury Overby; 
Frank Southard, Executive Director of the IMF (paragraph 4) General Edgerton, 
Waugh. and Nolting 
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3. There has been, however, grave anxiety and concern at high 
nian Government revenues; also regarding apparent intention fur- 
ther appreciate rial<dollar rate. Offer above package must be con- 
tingent on assurances Iranian Government will take effective 
action in (1) establishing better control and direction over use its 
revenues (2) bringing order to present state of financial confusion 
(3) imposing limits on imports (4) avoiding excessive purchases 
from foreign suppliers on credit and (5) avoiding further unwar- 
ranted appreciation exchange rate. Exchange appreciation reduces 
effectiveness US aid and leads to demands for more assistance. A 
solution to financial management problem suggested by concerned 
Washington agencies would be to place power to control expendi- 
tures in hands of committee made up of Ebtehaj, Amini, Nasser 
and possibly Minister National Economy. Such arrangement should 
be helpful to Ebtehaj in his desire to channel Government spend- 
ing toward economic development. 

4. While avoidance of any further rialdollar appreciation need 
not be made absolute precondition of a package offer you should 
make abundantly clear that US expects GOI will not appreciate 
rial rate until in position to accept full financial responsibility for 
consequences. Separate cable elaborating this point follows.” 

5. With exception of $18 million for Karaj Dam, which is type of 
project for which IBRD is normally proper source of financing, de- 
velopment loans from US Government and its agencies will be lim- 
ited to goods and services for programs or projects promising quick 
results of benefit to Iran. Other development projects to be dis- 
cussed with IBRD. 

6. Prior to your return Washington next week (which Depart- 
ment desires in connection Iranian aid problem independent of Oc- 
tober 19 ceremonies) request you discuss this frankly with appro 
priate Iranian officials. You should make clear that aii plans re 
garding aid package now held in abeyance until assurances given 
by Iranian Government along foregoing lines. Please also endeavor 
obtain clear statement from Iranian Government as to extent and 
terms of repayment of presently outstanding Iranian commitments. 
(Para 4, Embtel &25.)° 





*Reference is to telegram 7%). Oct. 22. not printed (S8* 00 10-2254) 

‘In paragraph 4 of telegram “25 from Tehran, Oct 7, the Embassy reported that 
Ebtehaj had informed American officials that he had thus far been unable to ascer- 
tain the exact amount of Iran's fuiure foreyn commitments made during the past 3 
years, the figures available, however, indicated that they were in excess of $100 mil- 
lion exclusive of ci] commitments, that between October and Jan |, 1955, Iran was 
obligated to pay out some #4 million on a number of commitments, and that Iran 
did not have the funds to honor these commitments. (888 00, 10-754) 
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7. FYI reason for dropping $100 million package suggested while 
Warne and Rountree were here is belief loan that size would get 
into fields more appropriate for IBRD financing. End FYL* 

Hoover 





*The following day. Oct. 14. Ambassador Henderson agreed with the polioes and 
conditsens eet forth m telegram 729. but he mnformed the Department that a would 
be necessary to present these comdit) ms to the 'raman Government as delicately as 
possible. expecially when approactong Ebteha aud Prome Minter Zahed: In veew 
of these conmderations. Henderson informed Foreyn Minwter Entezam of the con 
tents of telegram (29. and Entezam. m turn. “prommed to try te get the Prome 
Minister inte the proper frame of mond when Henderson would «<< bum on Oct 16 
just prior to Henderson s departure for Washington ‘Telegram “> “S800 10-1454 


No. 4199 


The Ambassador in Iran (Henderson! to the Department of State 


SECRET NIACT Tenran, October 15, 194—2 p.m 


874. Joint Embassy and USOM | message 

1. Following Warne's return we have considered tactics obtaining 
from Iranian Government commitments meeting requirements 
Deptel 729, October 13. We believe best procedure would be seek 
Prime Minister's agreement address letter to me volunteering 
statement policy Iranian Government. Warne and | plan Saturday 
meetings with Iranian Government officials with objective if possi- 
ble obtaining their agreement to procedure before my departure for 
Washington Sunday morning. Realize diificulty time limitation but 
would greatly appreciate it if Department and FOA could by niact 
reply today give us reaction to following draft letter which we hope 
Prime Minister might be willing sign and which we believe would 


accomplish purposes 


Begin Text. 
Dear Mr Ambassador | refer our recent conversations concern- 


ing additional technical, economic and financial assistance which 
US is now prepared extend to Government of Iran. May | express 
sincere appreciation my government for this further evidence US 
interest in helping Iran during this critical period until oi! reve- 
nues begin to flow in substantial volume and Iran is in position 
accept full financial responsibility for its development and other re- 
quirements. 

Our discussions on proposed aid program naturally have encom- 
passed considerations regarding intention of Iranian Government 
not only with rd to utilization of American aid funds which 
will be made avai but also regarding utilization of Iranian re- 
sources in manner which would permit most effective results from 
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all funds including American aid As you know Iranian Govern- 
ment has been giving careful thought to programs and policies 
which it will follow in economic field upon implementation of oil 
agreement which has been conciuded with international consorti- 
um. Realizing how important it is to mobilize and make most effec- 
tive use of all its financial resources during the critical period lying 
ahead Iranian Government intends pursue following policies in 
connection with execution of its development program 


ia) Iranian Government intends pursue in appropriate ways 
policy already instituted to increase its normal revenues and to 
budget their use in connection with its programs 

(b) In interest of orderly formulation and execution of devel- 
opment program Government of Iran intends through an ap 
propriate coordinating committee of its responsible officials to 
maintain close supervision over receipts and expenditures of 
public revenues and the fixing of priorities for obligations and 
expenditures on proposed public works and other projects. 

ic) Along same lines, in order conserve and make most effec- 
tive use of all foreyzn exchange resources of Iran, government 
intends manage these resources to (1) support and facilitate or- 
derly economi development, (2) maintain proper balance be 
tween consumer and capital good imports, (3) foster develop- 
ment of diversified export trade As vou know, Iran is member 
of International Monetary Fund and will of course consult 
Fund in accordance with its procedures in advance of effecting 
any changes that might be warranted in the exchange rate 

End Text 


2. You will note names of members control committee not indi- 
cated in draft letter, as we believe Prime Minister probably would 
not wish be so specific in document this kind Our suggestion is 
that precise make-up of committee be covered orally in conversa- 
tion with Prime Minister and others 

3. Reftel did not suggest inclusion reference to consultation of 
Iranian Government with US officials before commitments US aid 
funds, nor do we believe this aspect should be included in letter 
since it undoubtedly will be made part of later specific agreement 

HENDERSON 
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No. 500 


i Telegran 


The Acting Secretary of State to the Embassy in iran’ 


SECRET NIACT WasHINGTON, October 15, i1954—4:26 p.m. 


742. Your complete and prompt recommendations contained 
Embtel 874° appreciated. Interested agencies generally approve 
your recommendations. Believe however some tightening up of Ira- 
nian commitments in b and c of draft letter desirable. Suggested 
rewording of b and c follows: 


“(b) In interest of best uses of resources available to Iranian 
economy and orderly formulation and execution of development 
program Government of Iran intends through an appropriate co- 
ordination committee of its responsible officials to supervise closely 
the level of public expenditure for aoe re and developmental 
purposes, and to guard against expenditure for these purposes 
which are not in conformity with the priority needs of the econo- 
my. 
ic) Along same lines committee would also seek to conserve and 
make most effective use of all foreign exchange resources of Iran 
by managing these resources so as to (1) support and facilitate or- 
derly economic development; (2) limit public and private imports to 
a level which is related to reasonable prospects for Iran's long-term 
exchange availabilities, and which does not involve over-commit- 


ment of future resources by unlimited acceptance of foreign aid re- 
quired. Iran, as a member of the International Monetary Fund will, 
of course, consult the Fund in accordance with its procedure in ad- 
vance of effecting changes in the exchange rate.’ 


Concerned Washington agencies strongly urge alteration pro- 
posed letter along lines suggested above without necessarily adher- 
ing to specific wording.* 

Hoover 





'Drafted by Crow! and approved by Jernegan after being cleared with Overby of 
Treasury, Deputy Assistant Secretary of State for Economic Affairs Kalijarvi, and 
FitzGerald 

*Supra 

*Telegram 893 from Tehran, Oct. 1%, reported to the Department Iran's agree- 
ment, with slight textual variations, to a letter of assurance on the additional aid 
package (SRR 10/ 10-1854) 
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No. 501 
Editorial Note 


On October 21, the Majlis of Iran approved the government's 
single article oil bill by a vote of 113 in favor, 5 opposed, with 1 
deputy abstaining. The bill, however, also required Senate approval 
and, upon completion of the vote in the Majlis, the government 
presented the measure to the Iranian Senate for its consideration. 


No. 502 
i Telewran 


The Secretary of State to the Embassy in Iran' 


CONFIDENTIAL WASHINGTON, October 28, 1954—7:37 p. m. 


843. Personal from Hoover to Foreign Minister. The news that 
the Iranian Parliament has today ratified the oil agreement? is 
wonderful news indeed and marks a significant victory by those 
forces in Iran dedicated to the principle that Iran is to move for- 
ward toward social and economic development in friendly coopera- 
tion with other nations of the free world. 

Please convey my heartiest congratulations on this significant oc- 
casion to His Imperial Majesty, the Prime Minister, Dr. Amini and 
all the others in your government who contributed to the accom- 
plishment of this great achievement which the whole free world ad- 
mires.* 


DULLES 





'Dratted by Stutesman and approved by Under Secretary Hoover after being 
cleared with Ambassador Henderson 

2On Oct. 28 the Embassy in Tehran informed the Department that the Iranian 
Senate had passed the oi! bill that day, with 41 votes in favor, 4 against, and 3 ab- 
stentions. (Telegram 962; 888.2553/ 10-2854) 

The Department issued a press release, dated Oct. 28, announcing that on Oct. 28 
the agreement in principle, signed on Aug. 5, between the Government of Iran and 
the International Oil Consortium, was ratified by the Iranian Senate. For text, see 
Department of State Bulletin, Nov. 8, 1954, p. 683 

“On Oct. 29 the Embassy in Tehran, informed the Department that the Shah 
signed the oil bill that day. (Telegram 974; 888.2553/ 10-2954) 
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No. 503 
7a 5 MSP 10-454 


The Secretary of State to the Secretary of Defense ( Wilson)" 


TOP SECRET |WaASHINGTON,] November &, 1954. 


Dear Mr. Secretary: | have your letter of October 8, with enclo- 
sures, commenting on the possibility of an increased military as- 
sistance program for the Iranian army.* I concur in the importance 
of an early decision on this matter. 

Recent developments in Iran have resulted in a situation condu- 
cive to the attainment of United States objectives in that country. 
Settlement of the oil issue, following reestablishment of internal se- 
curity by a strongly pro-Western government, the recent vigorous 
action to suppress communist activities in Iran and the current res- 
olute attitude of most Iranian leaders vis-a-vis the Soviet Union 
have created an atmosphere which could not have been foreseen a 
year ago. The Shah and Government leaders are anxious to im- 
prove the effectiveness of Iran’s armed forces. They have stated on 
several recent occasions that Iran would join in regional defense 
arrangements, provided it has the forces to make a significant con- 
tribution. Additional assistance to the armed forces wii offer a 
means of influencing the Shah and other leaders. 

This situation presents us with an opportunity to carry out NSC 
policies of advancing the Iranian military position and of encourag- 
ing Iran to adhere to regional defense arrangements. There have 
been previous opportunities to assist the Iranians in building up 
their armed forces. These opportunities were not fully exploited be- 
cause the objective was then only to maintain internal security in 
Iran and also because the Iranian political picture was less favor- 
able. We believe that if the present opportunity is seized we can 
capitalize on the existing favorable situation in Iran and make a 
significant advance toward bringing Iran into closer cooperation 
with its neighbors in the free world and changing it from a liability 
to a positive asset in the Middle Eastern area. 

I note that the Joint Chiefs of Staff consider that ‘a buildup of 
Iranian military potential would be consistent with the military ob- 
jectives of the United States in the Middle East.’ NSC 5402 like- 





‘Drafted by Jernegan, Kitchen, and Stutesman on Nov. 4, with the concurrence of 
Nolting of S/MSA 

?Not printed. The proposal of the MAAG in Iran called for reorganizing and en- 
larging the Iranian Army over a 3-year period at an estimated cost of $360 million 
(788.5 MSP/10-854) 
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wise states that we should “provide United States grant military 
aid for Iran designed to: 

a. Improve the ability of the Iranian armed forces to maintain 
internal security and provide some resistance to external aggres- 
sion 


b. Enhance the prestige of the monarchy and the morale of the 
Iranian Government and military services.” 


It would seem, therefore, that there is general agreement on the 
desirability of the further development of the Iranian defense 
forces for both political and military reasons. 

NSC 5402 also provides that we “take into account: 


a. The attitude of Iran with regard to this aid and with regard to 
political, economic and military cooperation with the free world, in- 
cluding Turkey, Pakistan, and possibly Iraq. 

b. Iran's ability satisfactorily to absorb military equipment and 
training, and its willingness at an appropriate time to formalize 
necessary contracts for military aid and training.” 


I think it is clear that military cooperation by Iran with its 
neighbors can be obtained in the relatively near future provided we 
are able to assure the Iranian leaders that their military capabili- 
ties will be increased to the extent necessary to enable them to 
make a worthwhile contribution to their own defense and that of 
the area. Without such assurances I do not believe they will feel 
willing or able to enter into the kind of arrangements contemplat- 
ed. 

The view of the Joint Chiefs of Staff that an expanded military 
aid program for Iran should not be approved until certain regional 
defense joint planning studies have been completed is fully appreci- 
ated. I can, of course, see the advantages of having such plans 
before deciding upon the allocation of our resources among the 
countries of the Middle East. As I have pointed out, however, there 
are strong political and psychological reasons for taking certain 
basic steps now to begin the development of greater Iranian mili- 
tary strength and thereby to insure Iran's full cooperation in any 
eventual defense plans on an area basis. 

If, therefore, | am correct in understanding that the Department 
of Defense considers future Iranian political and military coopera- 
tion of value to the security of the United States, I would suggest 
that your Department consider as a matter of urgency the prepara- 
tion of an expanded program of military aid for Iran for presenta- 
tion to the next Congress as part of our military assistance appro- 
priation requests. I think the magnitude of such a program should 
not be limited by our present estimates of the funds likely to be 
approved by the Congress but rather solely by our estimates of the 
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amount needed to achieve the desired result. We should, I think, be 
prepared to recommend that the Congress seize this opportunity to 
support a program which will represent a net gain for free world 
security. 

I recognize that in planning such a program the capacity of the 
Iranian armed forces to absorb equipment must be considered. | 
hope that through training and other means we can increase this 
capacity. In conjunction with your Department, the Department of 
State would be prepared to emphasize to the Iranian authorities 
that delivery of military equipment must be timed in accordance 
with the capacity of Iranian forces to utilize it effectively. From the 
political point of view, the essential is to be able to assure the Ira- 
nians that appropriate equipment and facilities will be provided as 
and when they fulfill their share of the bargain. 

It is clear that the development of effective and adequate Iranian 
armed forces, along with an increased defense capacity will depend 
not only upon training and military end items but also upon eco- 
nomic and defense support to complement military assistance. Iran 
does not have the capability financially to support an increased 
military effort during the next few wears while oil revenues are 
small. Urgently needed and politically essential economic develop- 
ment will consume a major portion of the resources which will! be 
available. We are prepared to recommend and assist in program- 
ming additional defense support requirements (which in this in- 
stance may involve budgetary support for Iran's armed forces) in 
coordination with the FOA. In this connection, we would appreci- 
ate the views of your Department as to the kind of defense support 
which is most urgently needed to complement the military assist- 
ance program. 

There are as yet no funds allocated for the purpose in FY 1955, 
but Ambassador Henderson's military advisors have recommended 
very strongly that some additional aid be urgently provided in con- 
nection with a training program. I am told intensive field training 
is a primary requisite to the improvement of Iran’s armed forces 
and that in order to take full advantage of the United States mili- 
tary training teams being assigned to Iran early next year, the lra- 
nian Government should have additional budgetary support funds. 
These are necessary to acquire training areas and facilities, and to 
provide for special local needs arising from training activities and 
which are not provided for under MDAP. Whether such funds can 
be made available in the current fiscal year should be a matter for 
consideration between appropriate Officers of the Departments of 
Defense and State and the Foreign Operations Administration. The 
views of your Department on the military urgency involved should, 
of course, weigh heavily in the decision. 
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The Department of State does not advocate the adoption of the 
specific program recommended by our MAAG in Tehran which, ir 
our view, might be regarded simply as an illustrative proposal 
useful in considering this problem. We would, of course, rely on the 
judgment of the Defense Department as to the type and extent of a 
program best designed to expand the Iranian defense capacity. 

We do not anticipate serious problems arising from possible reac- 
tions of other Middle Eastern countries to an enlarged aid program 
for Iran. In some of those countries new assistance programs are 
already being initiated and our policies with regard to aid are 
clearly justifiable on the basis of ability to absorb, the require- 
ments of Middle East defense, and the relative contributions which 
various states are prepared to make. 

For the foregoing reasons | would appreciate it if the Depart- 
ment of Defense and the Joint Chiefs of Staff would give further 
consideration to enlarging the military assistance program for Iran 
and to the type of defense support which should accompany that 
program. 

Sincerely yours, 
JOHN Foster DULLES 


No. 504 


m4 


Memorandum by the Acting Assistant Secretary of State for Near 
Eastern, South Asian, and African Affairs (Jernegan’ to the Sec- 
retary of State’ 


SECRET WASHINGTON, December 9, 1954. 


Subject: Visit of His Imperial Majesty Mohammad Reza Pahlavi 
Shahinshah of Iran and Empress ens 

The Shah will call upon the President on Monday, December 13 
at 12:15 p. m. for a talk. The President expects that you will attend 
together with Under Secretary Hoover and Acting Assistant Secre- 
tary Jernegan. Ambassador Entezam will accompany the Shah. It 
is also expected that Mrs. Dulles together with Mrs. Hoover will 
assist Mrs. Eisenhower in showing the Empress around the White 
House during this period. You and Mrs. Dulles, along with the 
others, are also invited to lunch. 

The Shah's main interest is to find out what role we expect Iran 
to play in Middle East defense and to what extent we are prepared 





'Drafted by Gray of GTI 





to make a realistic contribution to the defense of the area. We wish 
also to build up the self-confidence and morale of the Shah and his 
government so that they will continue to stand up to Soviet pres- 
sures and to have a sense of direction. Former opportunities to 
build up Iran’s armed forces were not fully exploited due to a less 
favorable political climate. We believe that if the present opportu- 
nity is seized we can capitalize on the existing favorable situation 
in Iran and make a significant advance toward bringing Iran into 
closer cooperation with its neighbors in the free world and chang- 
ing it from a liability to a positive asset in the Middle Eastern 
area. 

At the outset of their talk the Shah will hand the President a 
memorandum containing his views. We have an advance copy, a 
summary of which is attached as Tab A. It is recommended that 
because of his personal knowledge of the Iranian situation, you ask 
Mr. Hoover to brief the President regarding it. 

Attached as Tab B for your approval is a memorandum for the 
President, transmitting a paper which suggests the line he may 
wish to take in response to questions which the Shah is likely to 
ask. This paper has been approved by the Department of Defense 
and CIA. 

Attached as Tab C? is a summary status report on military aid to 
Iran. Although the Secretary of Defense has not yet replied to your 
letter recommending a substantial increase in aid,’ a decision has 
been taken that we help develop Iran's defensive delaying capabili- 
ties as fast as Iran demonstrates its ability to effectively train its 
soldiers to use properly our military aid. 

Attached as Tab D is a background paper on the internal politi- 
cal situation in Iran. You may wish to comment to the Shah on the 
resolute attitude and determination shown by his government in 
combating communism in Iran. 

Attached as Tab E is a background paper summarizing the cur- 
rent economic situation and describing US economic aid to date. It 
is not expected that the Shah will want to discuss the question of 
economic aid in any detail. However, it is recommended that you 
compliment the Shah on his government's stated intention to press 
forward with economic and social reforms. 





®Tabs C, D, and E are not printed 
*Reference is to Secretary Dulles letter to Secretary Wilson. supra 
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If the Shah should express the hope that Ambassador Henderson 
would not be withdrawn at this time you may wish to take the line 
that the decision regarding his transfer‘ was based on long-term 
considerations and important responsibilities for which he is singu- 
larly qualified. 


[Tab A} 


AMBASSADOR HENDERSON'S SUMMARY OF THE MEMORANDUM To Be 
HANDED TO THE PRESIDENT BY THE SHAH AT THE OPENING OF 
Tuer TALK aT THE Wurre House on Decemper 13 


During the last 15 months Iran has demonstrated a determina- 
tion to remain an independent nation and to utilize its resources to 
the advantage of itself and other free nations. The oil agreement 
marks a psychological turning point for Iran as well as a beginning 
of a new and promising economic period. In abandoning a negative 
and sterile policy the Iran Government and Parliament have made 
a conscious decision to turn their backs on this form of isolationism 
and to join hands with leading nations of the free world. Iran is 
grateful for US financial support during its period of travail; also 
for encouragement and counsel from the President and his advisers 
that have helped so much to bring Iran to the present promising 
situation. 

It is hoped that Iran eventually will receive the oil revenues 
needed for a development program designed to strengthen its econ- 
omy and improve living conditions. Plans for the program will be 
carried out in a way that natural and human resources will be uti- 
lized to the maximum, and I intend to do all in my power to make 
sure funds will be used wisely in executing the program according 
to carefully worked out priorities. It will be several years, however, 
before Iran is in a position to meet urgent development needs with- 
out financial and technical assistance from its friends abroad. We 
are particularly appreciative of the support which the US is con- 
tinuing to give in connection with the economic and technical ad- 
vancement of our country. 

The problem weighing most heavily upon my mind at present, 
however, is that of the security of Iran. We have over 1,600 miles of 
border with Russia. Although relations now with our northern 
neighbor are at least formally correct, we have no reason to believe 
that international communism has abandoned its long-range objec- 
tives of converting Iran into a Communist corridor to the Persian 





*Ambassador Henderson was appointed Deputy Under Secretary of State for Ad- 
ministration on Jan. 26, 1955. He left Tehran on Dec. 90, 1954 
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1953 to penetrate our Armed Forces. The socalled “neutrality” 
policy of the Iranian Government then in power was primarily re- 


Armed Forces. This policy gave these forces the impression that if 
Iran should be subjected to armed attack from the north they 
would not be expected to defend the country and that therefore 
there would be no reason to be prepared to do so. Fortunately 
during this period an overwhelm.ng majority of officers and men 
remained loyal and patriotic and we have been able to identify and 
weed out those who failed to stand firm. Nevertheless a degree of 
success which the Communists were able to achieve emphasizes the 
importance that the armed forces understand that their basic mis- 
sion is defense of their country. 

There are several ways by which international Communists may 
try to take over Iran. | shal! mention three: (1) by armed invasion 
with the idea of stamping out al! resistance before other nations of 
the free world have the opportunity to intervene; (2) by simultane- 
ous employment of tactics of diplomatic pressure, threatening ges- 
tures, and internal and organized infiltration. Pressures and 
threats would be used to keep Iran isolated from othe: ree coun- 
tries whose support Iran needs, and infiltration would ve resorted 
to for the purpose of reducing the country to a helpless state of eco- 
nomic and political chaos; (3) by convincing the Iranian people that 
Iran, in its geographical position under the shadow of a great Com- 
munist bloc and far distant from the centers of strength in the free 
world, has no hope of surviving as a free nation and therefore it 
would be better to surrender to international communism without 
fight rather than to give in after a cruel, hopeless struggle. 

I am convinced that one of the essentials for preventing interna- 
tional communism from realizing its ambitions with regard to Iran 
is for us with the help of great free nations, particularly the US, to 
strengthen our Armed Forces to the extent that would render them 
capable of putting up an honorable defense if Iran is attacked. If 
our forces could possess such a capability, morale would be much 
higher and they would be much less vulnerable to penetration. The 
Iranian Government and the Iranian people would be sure to stand 
up more firmly in the face of pressures, threats and attempts at 
Communist infiltration if they had the feeling Iran could resist if 
attacked, and that the free world were interested in Iran being 
able to put up such resistance and were helping to that end. 
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Furthermore if Iran should have an army with real defensive ca- 
pabilities, international Communism in my opinion would be more 
cautious in launching an armed attack against it and would not be 
so hopeful of achieving its ends by indirect means. 

We are grateful for US military assistance which during recent 
years has rendered it possible for Iran to maintain armed forces ca- 
pable of preserving law and order internally. Unfortunately, how- 
ever, its forces now have practically no defensive capabilities. Its 
organization, number and distribution throughout country do not 
correspond to the present needs of Iranian defense; its officers and 
men are not trained, conditioned, equipped and armed to meet the 
requirements of modern warfare. | fear that no matter how much 
money and effort are put into strengthening Iran economically, our 
common objective of maintaining Iran as an economically and po- 
litically stable independent country will not be achieved unless the 
situation re its armed forces is remedied. 

Unfortunately at present our budget, even with present generous 
assistance from US is so limited we do not see how we can spare 
the additional funds to the military for training purposes. We are 
not able to give the armed forces tood and clothing of the kind 
which men undergoing rigorous training should have; no goods 
with which to settle some contingents in more strategic areas or to 
transfer military stores to less vulnerable places. We are hoping 
that the US will find it possible to give us help in this regard, to 
give us additional aid in training, and also furnish us, as fast as we 
are prepared to make effective use of them, all weapons required 
by a modern army—weapons which in our case would be required 
not only for our own defense but also for that of the region. I stress 
the importance of modern weapons since it would not be good for 
the morale of our soldiers for them to feel that we expect them to 
stand up to heavy tenks with our present inadequate arms or to be 
subjected to aerial bombardment without any aircraft, guns and 
fighter protection. In this connection, it should be borne in mind 
that in view of Iran's geographical position it might take from 
three to six months to get military supplies to us in case we are 
attacked. Need for advance planning in the matter of military 
depots therefore seems urgent. 

We realize that Iran, even with strong army would not be able 
by itself over a prolonged period to halt international Communist 
aggression in force. It seems clear that a regional security arrange- 
ment of some kind which includes Iran might well serve as a deter- 
rent to such aggression and would be helpful in combatting aggres- 
sion if it should be undertaken. It does not seem to me fitting, how- 
ever, that Iran should be a party to such an arrangement until it is 
in a position—or until it has at least reason to believe tivat it will 
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soon be in a position—to contribute its share to the common de- 
fense of the area. No self-respecting nation can expect its neighbors 
to fight for it unless it is willing and capable of fighting for itself. 

From the viewpoint of the security of the area as a whole, it 
seems to me militarily, strategically and logically sound that there 
should be a carefully calculated balance of military strength among 
Turkey, Iran and Pakistan. Such a balance is now non-existent. 
Powerful forces are concentrated in Turkey while Iran is almost 
defenseless. An international Communist attack would certainly 
not be through Turkey when it could easily outflank Turkey by 
seizing Iran. It could then turn the Persian Gulf into a Communist 
sea, split the forces of Turkey and Pakistan, occupy our oil fields, 
and be in a position to seize the major oil fields of the Middle East. 
It is difficult therefore to escape the conclusion that Iran at 
present is the key to the defense of the Middle East. 

We earnestly hope that the US will understand the difficult 
problem Iran is facing re its future and will make such political 
and military decisions as are necessary if the Iran people are to go 
about their tasks of strengthening the economic and social basis of 
their country with feelings of confidence, and if Iran is to play its 
proper role in promoting the security of the Middle East and of the 
free world.*® 


[Tab B) 


Visit oF THE SHAH OF IRAN 


SECRET 

The Shah visited the United States in 1949. He believes that he 
was rebuffed and that he did not succeed in making the United 
States realize the strategic importance of Iran and the need for our 
support on the Greek-Turkish pattern. He is visiting the United 
States again, with his Empress, to obtain medical advice, rest and 
relaxation, and to talk to American officials concerning military 
support and area defense organization. He has been informed by 
Ambassador Henderson that no final decisions wiil be reached 
during his visit. 

You will find him sympathetic to our objectives by personal incli- 
nation as well as statesmanlike realization of his country’s stake in 





*On Dec. 14 President Eisenhower addressed a memorandum to Secretary Dulles 
enclosing the text of the Shah's memorandum, which the Shah had handed to the 
President at their meeting the previous day Ambassador Henderson's summary of 
the Shah's document closely paraphrased the Shah's text The texts of both the 
President's and the Shah's memoranda are in file 788.11/ 12-1454 
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the free world’s struggle against international communism. He ap- 
preciates, but is very sensitive about, the extent of our assistance 
to him in 1953 when he took a courageous stand against Dr. Mosa- 
deq. 

The oi/ settlement has led the Iranian public to expect early, tan- 
gible benefits. Without economic and social improvement, political 
stability in Iran and the oil settlement itself will be seriously 
threatened. 

United States economic aid, consisting of $5 million per month 
budgetary assistance from August 1953 through the end of 1954, a 
technical assistance program and a loan through the Export-Import 
Bank of $83 million, has been designed to support political stability 
and early economic development. 

United States military aid is designed to improve the ability of 
the Iranian armed forces to maintain internal security and provide 
some resistance to external aggression. Intensive training is a 
major element in our proposed program for next year and United 
States training teams down to brigade level are being added to the 
advisory military missions we have had in Iran since the war. 

The Shah's primary interest will be in the question of the role 
which we expect Iran to play in Middle East defense. The “north- 
ern tier” concept of increasing strength in the Middle East requires 
Iran's adherence to regional security arrangements. The Shah 
wants to join, but wants to be assured that we will help develop his 
armed forces to a point where they can make a realistic contribu- 
tion to such defense before his country formally commits itself 


RECOMMENDATION 


It is suggested that you tell the Shah that we would welcome 
Iran's adherence to a regional defense arrangement of Turkey, 
Pakistan and Iraq and are prepared to help develop in the Iranian 
armed forces defensive delaying capabilities which would make a 
useful contribution to defense... . We are «onvinced, however, 
that until intensive training has improved his army's ability to 
make effective use of modern weapons, it wil! not be possible for us 
to evaluate the military role which Iranian forces should play. 

Following the settlement of the Suez Canal base problem be- 
tween Britain and Egypt, we are reassessing the Middle East de- 
fense picture and expect to have firm views on what is required by 
late spring. However, high United States military and civilian offi- 
cers are interested in having the Shah's views on this and related 
subjects. 

We do not want to develop a military establishment in Iran 
which would be an undue burden on the national economy. While 
we are prepared to ask Congress for some defense support funds for 
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Iran in FY 1956, we need assurance that, as oil revenues increase, 
the Shah will see to it there is enough set aside to make a major 
reduce reliance on foreign aid. 

It is recommended that you express condolences for the death of 
Prince Ali Reza, the Shah's brother, in a recent airplane crash.* 
It is recommended you mention the messages which you ex- 
changed with the Shah during the recent crisis period in the sense 
of a partnership which is still active. A reference along the follow- 
ing lines is suggested: 

“Il am very pleased at the close way in which we have been able 
to work together on some very important undertakings in spite of 
the fact that many thousands of miles have separated us. | want 
you to know of the great interest | have taken in all of 
this and the appreciation I feel for the courageous and statesman- 
like actions you have taken.’ 





*Prince Ali Reza died on Now 2 

"On Dec 10 Secretary Dulles sent the briefing paper te President Emenhower 
under cover of a separate memorandum that suggested to the President that he use 
the information im the paper as the bass of his replies to questions that the Shah 
might ask (788 11 12-1054) 


No. 505 
wR 1) 12-1954 Tehegrarm 


The Secretary of State to the Embassy in Iran’ 


CONFIDENTIAL Wasninoton, December 13, 1954—7:33 p. m. 
PRIORITY 

1175. Shah and party arrived safely Washington this morning as 
scheduled. 

Prior lunch at White House, Shah had short substantive talk 
with President, Vice President, Secretary, Under Secretary and 
Jernegan.* Shah expressed gratitude for US support and encour- 
agement which had saved not only Iran but Middle East from dis- 
aster. He emphasized strong stable Iran advocating democratic 
principles necessary for security that area He gave President 
memorandum (Embtel 1247).° 





‘Drafted by Stutesman and approved by Jernegan 
*No record of this conversation has been found in Department of State files 
"In telegram 1247, Dec 5, Ambassador Henderson transmitted te the Department 


his summary of the memorandum that the Shah was to give Presdent Eisenhower 
at their meeting in Washington. see Tab A, supra (788 11/12-554) 
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President concurred strategic significance Iran and importance 
build up strength and stability there. Assured Shah US Govern- 
cussion of specific things to be done for Iran. Stressed importance 
that Iran make full use foreign private capital. Shh stated law 
would soon be passed inviting and protecting such investment. 

Admiration was expressed for resolute attitude Iran taking vis-a- 
vis communists. Shah replied that every day he and government of- 
ficials take some anticommunist action which requires courage 
and determination. He said he convinced firmness necessary when 
dealing with Soviets. This emphasized necessity improve Iran 
armed forces so Government and people can have increased confi- 
dence and be able continue withstand Soviet pressures and commu- 
nist infiltration. Shah recognized importance having balance be- 
tween military and economic development. 

President suggested Shah might wish send him written memo 
randum of impressions and any outstanding questions at conclu- 
sion visit Washington. 

At White House lunch and at Secretary's dinner tonight Shah 
meets number high officials US Government. Next substantive talk 
is tomorrow morning in Pentagon with Deputy Secretary Defense, 
several high military officers, Under Secretary Hoover. 

DuLLEs 


No. 506 


Memorandum of Conversation, by the Deputy Under Secretary of 
State (Murphy’" 


TOP SECRET |[WasnincoTon,! December 15, 1954. 


During an informal and cordial after luncheon conversation at 
General Ridgway's house, at which were present the Shah of Iran, 
Ambassador Entezam, General Ridgway and myself, there was a 
lengthy discussion of the strategic situation affecting Iran. General 
Ridgway, using a map of the Middle East. went over the major out- 
lines of the strategic situation. The Shah spoke at considerable 
length regarding the exposure of his country to eventual Soviet in- 
vasion and the importance of his forces providing a holding oper- 
ation. He emphasized the strategic value of the Kermanshah area 
where the most important resistant elements would be located, as 





‘Copies of this memorandum were distributed to General Ridgway. Under Secre- 
tary Hoover. Jernegan. and Nolting of 8 MSA 
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this area joins Iraq and Turkey. He described satisfactory relations 
now prevailing between Iran and Iraq, but was more reserved re- 
garding the Turks. He pointed to the strong religious influences 
which affect the attitude of many of the tribes in Iran which make 
for harmonious relations between elements in Iraq, Afghanistan 
and Pakistan. 

On the question of Iranian participation in the Turkish-Pakistan 
alliance, the Shah said this alliance in its present limited scope 
really mac= no sense as the parties were separated by 2,000 miles. 
It could only be made an effective working relation with Iranian 
and eventually Iraqi participation. Iran, however, in its present un- 
prepared and unequipped state is in a very poor bargaining posi- 
tion and until its military strength has been increased, it is inad- 
visable to think of Iranian adherence to the alliance. 

There was lengthy discussion of the value of the oil resources of 
the Middle East area, the importance of the sea lanes, the strategic 
air possibilities, and the Soviet potential in land forces and air 
forces in the Caucasus and Turkistan areas. 

General Ridgway stressed two or three times that of course he 
was only authorized to talk in terms of technical military matters 
and that the question of finance and allocation rested with the ci- 
vilian branch of the Government. This, the Shah said, he fully un- 
derstood. General Ridgway skillfully avoided any form of commit- 
ment. 

I took occasion to refer to the importance attaching to an im- 
provement in Arab-Israeli relations expressing the hope that the 
Shah would bring his influence to bear. He nodded assent saying 
he understood. 

With reference to the combat training personnel which the De- 
partment of Defense is sending to Iran, General Ridgway said that 
the first elements would probably arrive in Iran sometime in Janu- 
ary and that the total group would not reach Iran until June. The 
Shah said this was deplorably slow and he hoped that the schedule 
might be expedited. 


Ropert Murpuy 
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No. 507 
7RR 1112-1554 Telegram 


The Acting Secretary of State to the Embassy in Iran' 


SECRET PRIORITY |§WASHINGTON, December 15, 1954—7:18 p. m. 


1187. Shah’s talk at Pentagon morning Dec 14 very friendly and 
Shah later indicated he was pleased with course discussions. Memo 
conversation being pouched.? 

All agreed Iran one of real keys to defenses Middle East and that 
Iran should not be considered separately from other non-Commu- 
nist countries. Anderson, Deputy Secretary Defense emphasized 1) 
our interest in alliance which would close Turk-Pakistani gap, 2) 
essential basis development solid military strength lies in training, 
3) importance begin strategic planning soon as possible. Reference 
made in this connection reported willingness Iraqi commence staff 
talks with Iranians. Shah did not dissent this point but made no 
commitment. 

Shah appreciated US training teams and training plans but in- 
sisted that there was also need have over-all plan or goal so that 
troops would have objective work toward. Anderson agreed that 
this was desirable and said we would work toward that end. 

Although no precise figures on programs were discussed Shah 
did emphasize need for certain types weapons such as heavy field 
artillery and tanks if Iranian soldiers are to have confidence in 
ability defend themselves against aggressor. Anderson said Ameri- 
can and Iranian experts working together must develop detailed 
plans covering this problem. Emphasis was laid on importance 
training maneuvers to be held next spring which would provide 
basis for our better evaluation Iranian needs and capacities absorb 
equipment. Anderson assured Shah we would be prepared help 
meet cost these maneuvers. 

At lunch today* Generals Ridgway and Lemnitzer re-emphasized 
importance training while Shah again described strategic signifi- 
cance Iran and his views on tactical maneuvers which should be 
followed in event Soviet aggression. 

HOoveR 





‘Repeated to Paris for the Secretary. Drafted by Stutesman and approved by Jer- 
negan. 

*Not printed. (788.11/12-1454) 

*No record of this conversation, other than Murphy's memorandum, supra, was 
found in Department of State files. 
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No. 508 


788.11 /12-2154 


Memorandum by the Under Secretary of State (Hoover) to the 
President’ 


SECRET [WaSHINGTON,| December 21, 1954. 


At the conclusion of his visit, the Shah asked me to report to you 
orally as follows: 

He very greatly appreciated your interest, courtesy and hospital- 
ity, and was deeply impressed by the understanding of Iran’s prob- 
lems which he found in Washington. The sense of cooperation 
which he felt everywhere was most encouraging. 

He said that the only questions remaining in his mind were de- 
pendent upon decisions yet to be reached in our military groups, 
which he set forth as follows: 


(1) A final decision would have to be reached by the United 
States to see a “balance of power” between Turkey, Iran and Paki- 
stan. 

(2) If the decision was affirmative, as he had reason to hope was 
the case, the United States would have to give financial help for 
the military program, in addition to military hardware, over the 
a years until oil revenues had reached their normal 
evels. 

(3) The military budget and plans for conscription had to be for- 
mulated by February, which was the beginning of the Iranian 
fiscal year. He was troubled that our decision was dependent upon 
our — for evaluation, and that he could not yet proceed with 
confidence. 


He said that economic matters were now progressing satisfactori- 
ly, and that he was most grateful for all of the help we had given 
to his country. 

Hersert Hoover, JR. 





'Drafted by Hoover. The information conveyed to the President was from a con- 
versation between Hoover and the Shah on Dec. 15. (788.11/12-1554) 
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